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Farm  production  expenses  have 
increased  more  rapidly  ±an  farm 
output,  so  expense  per  unit  of  out- 
put has  gone  up.  Both  higher  prices 
paid  for  production  inputs,  and 
greater  quantities  used,  contributed 
to  the  rise  in  production  expenses. 
The  quantity  of  purchased  inputs 
has  increased  at  about  the  same 
rate  as  farm  output,  while  the  quan- 
tity of  unpaid  inputs  used,  particu- 
larly labor,  has  gone  down. 
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THE  HIGHLIGHTS 


Farm  production  expenses  reached  a  record  high  of  $26.9  billion  in 
1961,  about  half  a  billion  dollars  more  than  in  I96O.     Some  further  rise  may 
be  expected  in  1962.     Increases  in  recent  years  have  been  partly  due  to  higher 
prices  paid,  and  partly  to  larger  quantities  of  production  inputs  purchased 
(table  1). 

However,  last  year's  increase  over  the  I96O  farm  production  expenses 
was  more  than  offset  by  the  higher  gross  farm  income.    This  additional  income 
came  about  equally  from  higher  Government  payments,  and  from  an  increase  in 
cash  receipts  from  marketings  of  farm  products.     A  larger  volume  of  livestock 
and  livestock  product  marketings,  together  with  a  slight  improvement  in  prices 
received  for  crops,  produced  the  increase  in  cash  receipts. 

Farm  wage  rates  are  moderately  higher  than  in  I96I,  and  some  further 
rise  is  expected.     An  offsetting  factor  is  the  indicated  smaller  amount  of 
labor  hired,  so  that  the  total  fam  wage  bill  may  not  be  much  different  from 
last  year. 

Prices  of  farm  machinery  and  equipment  have  edged  up  slightly  over  I96I 
levels.     Building  material  prices  have  been  relatively  stable  over  the  last 
few  years,  and  little  change  is  in  prospect  in  the  forseeable  futiire. 
Fertilizer  prices  are  about  the  same  as  last  year,  although  the  per-unit  cost 
of  plant  nutrients  is  less,  owing  to  more  general  use  of  the  more  economical 
higher-analysis  fertilizers.     Sales  of  pesticides  have  been  increasing  steadi- 
ly in  the  past  decade,  but  1962  prices  generally  average  about  the  same  as 
last  year. 

Supplies  of  feed  grains,  high  protein  feeds,  and  other  concentrates 
in  the  1962-63  feeding  season  may  be  about  5  percent  smaller,  in  relation  to 
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numbers  of  grain-consiming  livestock,  than  in  1961-62.    Prices  of  feed  grains 
and  high-protein  feeds  have  risen  about  3  percent  since  November. 

Continuing  increases  in  farm  borrowings,  with  relatively  stable  interest- 
rates,  are  expected  to  push  up  total  interest  costs  in  1962  about  6  percent 
higher  than  the  1961  total.    Taxes  payable  in  1962  are  also  expected  to  be 
about  6  percent  higher  than  last  jrear.    Market  prices  of  farm  real  estate 
renewed  their  upward  trend,  and  on  March  1,  1962,  averaged  5  percent  higher 
than  a  year  earlier. 

Data  from  the  Depar-tanent * s  Farm  Costs  and  Returns  series  show  the 
effect  of  these  changes  in  farm  costs  on  different  tjrpes  of  farms.    Most  of 
these  types  of  farms  are  faced  with  less  favorable  price-cost  relationships 
than  in  the  late  19^0 *s,  but  the  impact  on  farm  incomes  has  been  partly  off- 
set by  increased  productivity.    Price-cost  conditions  on  most  of  these  farm 
t3rpes  have  not  changed  greatly  since  the  late  1950's:    the  ratio  of  prices 
received  to  prices  paid  in  1961  was  within  5  percent  of  the  1957-59  average 
on  28  of  the  38  types  of  farms  for  which  data  are  available. 

FARM  lABOR 

Thus  far  in  1962  farm  wage  rates  have  averaged  moderately  higher  than 
a  year  ago.    This  upward  trend  is  e^qDected  to  continue  during  the  next  year. 
However,  the  total  farm  wage  bill  this  year  may  not  be    greatly    different  from 
1961,  because  the  anticipated  drop  in  the  use  of  hired  farmworkers  will  off- 
set the  higher  wage  rates. 

On  April  1  of  this  year,  farm  wage  rates  averaged  2.9  percent  higher 
than  those  paid  12  months  before  ( table  2) .    The  increase  in  this  jDeriod 
varied  from  l.i;  percent  in  the  Mountain  region  to  $.3  percent  in  the  Southern 
Plains. 

In  1961,  the  hourly  equivalent  of  all  types  of  farm  wage  rates 
averaged  Q3»h  cents  per  hour  in  the  country  as  a  whole.    This  was  2  percent 
higher  than  I96O  rates,  the  smallest  annual  increase  since  195U.    On  an 
annual  basis,  the  increase  this  year  is  expected  to  exceed  last  yearns  rise. 

Industrial  wages  also  continue  to  increase.    Last  year,  earnings  of 
production  workers  in  manufacturing  averaged  $2.32  per  hour  compared  with 
$2.26  in  i960.    During  the  first  quarter  of  1962  these  nonfarm  workers  earned 
$2.38  per  hour. 

Further  advances  in  mechanization  of  farmwork  and  a  reduction  in  the 
total  acreage  of  crops  suggests  the  need  for  less  farmwork  this  year.  Of 
the  crops  that  require  large  numbers  of  seasonal  workers,  March  1  planting 
intentions  indicate  more  acres  of  tobacco  and  sugar  beets,  but  these  in- 
creases will  be  offset  by  reductions  in  others,  such  as  cotton  and  potatoes. 
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Table  2.  -  Average  fam  wage  rates,  by  geographic  regions,  April  1,  1962, 
and  percentage  change  from  1961 


Average  wage  rates 

,  April  1, 

196?.  1/ 

[Percentage 

Region 

•  With  board 
'    and  room. 

'    Without  board 
:         or  room 

[Composite, 
-|     per  ' 

[  cliange 
'  1961  to 
1962 

;    per  month 

*  Ppt*  Hav 

I  hour 

2/ 

Dollars 

Dollars 

Dollars 

Dollars 

Percent 

160 

10.00 

1,22 

1.01 

U.2 

Middle  Atlantic  

i  12|6 

9,00 

1.12 

.80 

1.8 

East  North  Central  : 

li;8 

9.00 

1.11 

.71 

2.9 

West  North  Central  j 

153 

9.30 

1.11 

.80 

2.h 

3/ 

5.90 

.78 

.60 

1.5 

East  South  Central  : 

3/ 

ii.90 

.66 

ii.8 

West  South  Central  : 

3/ 

6«6o 

.79 

.67 

5.3 

176 

9.20 

1.06 

.88 

l.U 

229 

3/ 

1.26 

1.2U 

1.6 

U8  States——-  : 

150 

6.70 

1.07 

.78 

2.9 

1/  Selected  from  9  types  of  rates  for  vrhich  averages  are  reported. 
Composite  is  hourly  equivalent  of  all  types  of  rates. 
2/  Based  on  composite  rates  per  hour, 
3/  Relatively  unimportant  in  this  region. 

From  the  monthly  report,  Fari^  Labor,  prepared  by  the  Statistical  Reporting 
Service,  U.  S.  Department  of  Agriculture. 
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Numbers  of  workers  are  expected  to  be  siafficient  for  the  indicated  smaller 
amount  of  farmwork.     In  some  parts  of  the  country,  however,  the  supply  of 
experienced  year-round  workers,  such  as  dairy  hands,  remains  tight.    But  the 
number  of  unemployed,  classified  as  hired  f arm-Workers ,  remains  moderately 
high,  despite  sane  improvement  in  recent  months.    In  I96I  an  average  of  9.3 
percent  of  the  persons  included  in  the  farm  labor  force  was  unemployed. 

Of  the  total  U.  S.  labor  force,  unemployed  workers  averaged  6.7  per- 
cent last  year.     In  line  with  the  recent  improvement  in  economic  activity, 
however,  the  overall  unemployment  rate  has  ^one  down.     It  was  5.8  percent  in 
January  1962  and  5.5  in  March. 

Last  year  was  the  second  consecutive  year  in  which  the  mmiber  of 
foreign  workers  contracted  or  admitted  for  seasonal  farm  work  was  lower  than 
in  the  previous  year.    The  310  thousand  contracted  last  year  represented  a 
reduction  of  7  percent  from  I960,  according  to  the  U.  S.  Department  of  Labor. 
More  than  90  percent  of  these  nationals  were  from  Mexico;  others  were  from 
the  British  West  Indies  and  Canada.    Foreign  workers  will  be  available  this 
year,  but  certification  of  needs  will  be  based  on  tightened  regulations. 
Part  of  the  tightening  results  from  application  of  new  amendments  included  in 
last  year's  law  extending  the  Mexican  farm  labor  program,  and  part  of  it  from 
stricter  interpretation  of  a  provision  of  the  original  statute  regarding 
the  adverse  affect  of  foreign  v/orkers  on  domestic  workers'  wage  and  working 
conditions . 

NC^JFART^  INPLTS 

Farm  Power  and  Machinery 

Farm  machinery  prices  will  be  slightly  higher  in  1962  than  in  I96I. 
Price  increases  of  2  to  3  percent  on  major  pieces  of  farm  equipment  have  been 
annoTinced  by  some  farm  machinery  companies  in  the  past  few  months.  Whole- 
sale prices  of  fann  tractors,  machinery  and  equipment  increased  about  2  per- 
cent in  i960  and  again  in  I96I,  but  these  were  the  smallest  increases  since 
the  1954-55  period  (table  3). 

Farmers  paid  2.5  percent  more  for  diesel  fuel  in  I96I  compared  with 
the  previous  year.     Prices  paid  for  motor  supplies  were  up  less  than  1  per- 
cent.    Gasoline  prices  were  unchanged. 

Prices  of  new  motor  vehicles  continued  to  edge  downward  in  I96I,  re- 
flecting the  increasing  sales  of  the  lower-priced  compact  cars.    However,  by 
March  of  this  year,  higher  tractor  prices  had  lifted  prices  of  new  motor 
vehicles  as  a  group  back  to  1959  levels. 

Prices  farmers  paid  for  automobile  tires  in  I96I  were  about  4  percent 
below  i960  and  25  percent  less  than  in  1951.    Truck  and  tractor  tires  have 
shown  somewhat  smaller  declines.    Tire  prices  (without  tax)  continued  their 
downward  trend  started  in  the  1951-52  period.    Taxies  paid  per  pound  of  tire 
doubled  from  5  cents  in  1951  to  10  cents  as  of  July  1,  I96I. 
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There  are  a  number  of  diverse  factors  affecting  the  demand  for  farm 
machinery.    While  payments  vmder  the  Feed  Grain  Program  augment  farmers' 
income,  the  diverted  acreage  (about  15.1  million  acres  of  wheat  and  nearly 
32.7  million  acres  of  feed  grains)  reduces'the  overall  work  and  machine  load. 
With  the  general  improvement  in  farm  incomes,  however,  it  appears  that  the 
1962  demand  for  farm  machinery  may  be  slightly  stronger  than  last  year. 

Domestic  shipments  (valued  at  1947-49  prices)  of  farm  machinery 
increased  3  percent  from  I960  to  I96I  (table  3).     Domestic  shipments  of 
wheel-tractors  in  1961  totaled  over  153  thousand,  or  nearly  12  percent  higher 
than  in  I960.    When  inventory  changes  are  considered,  however,  it  seems  clear 
that  about  10  percent  fewer  wheel-tractors  moved  to  fams  in  1961. 

Shipments  of  seme  major  farm  machines,  such  as  combines,  forage 
harvesters,  and  pick-up  balers,  declined  this  year  (table  4), 

The  tractor  horsepower  race  continues.    Production  in  I96I  of  wheel- 
tractors  with  60  or  more  belt  horsepower  showed  an  increase  of  more  than  60 
percent  over  1959,  despite  a  droT3  of  one-third  in  total  tractor  production 
in  that  period,  so  the  proportion  of  tfaes©   large  tractors  has  jumped  from 
less  than  15  percent  of  the  total  production  to  nearly  35  percent. 

The  increase  in  the  average  size  of  the  tractors  manufactured  has 
been  accompanied  by  a  pronounced  shift  toward  diesel  units,  especially  in 
the  past  decade.    This  shift  is  partly  due  to  reductions  in  price  differ- 
entials between  diesel  and  gasoline-powered  machines.     Diesel  units  accounted 
for  about  half  the  total  wheel-tractor  production  in  I96I,  compared  to  only 
about  15  percent  in  1957  (table  5).    The  diesel  trend  is  well  advanced  with 
larger  tractors,  but  in  the  past  few  years  there  also  has  been  a  very  notice- 
able shift  toward  diesel  power  in  the  medium  horsepower  machines. 

Table  h  -  Hanufacturers'  shipments  and  index  of  inventories  of  selected 

machines,  I96O  and  I96I  1/ 


I  ten 


Unit^  shipped 


1060  :  1-61 


^Envent cry-Dec,  31 

rercentage:  \9^\i=100  

chan-e    :    I960  •  1961 


Munber  Number 


rercent 


Percentage 
change 


Perc-^.it 


Combines 

: 29, 811 

0 1  ^^1 
---t) ' — 

-19 

70 

I43 

-21 

^-  oiTipickers 

♦19 

7< 

U5 

-30 

Forage  harvest or s 

22,0)49 

-10 

133 

125 

-  8 

Pick^ap  balers 

h5,567 

-  7 

95 

9h 

_  1 

1/  Tn^rxes  based  on  report"  from  manufacturers  \<ho  together  account  for  60  tc 
9^  percent  of  the  production  of  these  machines.    Inventories  include  --"lanu- 
.'^?-?tvjrer  and  dealer  omed  equip.aent. 
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Table  5.  -Wheel  tractor  production:  percentage  that  were  diesel,  and  distri- 
bution of  production,  by  horsepower  class,  1957-61 


Year 

[  Tractors 
produced 

*  Diesel 

tractors  of 

- 

\    All  tractors  of  - 

•    9-4-9  HP  ■ 

50  and  up  * 

All  HP 

■  9-49  HP  •  50  HP  and  up 

Number 

Percent  of 
HP  class 

Percent  of 
HP  class 

Percent 

Percent  Percent 

1957 

229,000 

4.9 

44. 4 

16.4 

71.2  28.8 

1958  : 

241,000 

11.5 

42.1 

23.1 

62.0  38.0 

1959  : 

259,000 

18.4 

46.6 

30.5 

57.1  42.9 

I960  : 

152,000 

25.8 

58.3 

40.8 

53.8  46.2 

1961 

176,000 

NA 

NA 

47.5 

48.2  51.8 

Building  and  Fencing  Ilaterials 

The  prices  of  building  and  fencing  materials  as  a  group  in  early  1962 
have  been  essentially  the  same  as  for  the  past  4  years.    The  index  of  prices 
paid  in  March  of  this  year  was  132,  with  1947-49=100.     Several  individual 
items  in  the  index  have  changed  slightly  in  the  past  year,  seme  of  them  in- 
creasing and  others  decreasing.  Thus  any  farmer  who  is  considering  the  con- 
struction or  remodeling  of  farm  buildings  is  faced  with  fairly  stable  prices  of 
materials,  at  least  in  the  short  run. 

Even  if  prices  were  more  erratic,  it  is  likely  that  other  elements  in 
the  picture  would  be  of  more  concern  to  him.    Farmers  now  have  a  wide  selection 
of  building  materials  and  designs,  some  of  which  offer  significant  opportuni- 
ties to  save  labor:    for  example,  milking  parlors  -  particularly  the  herring- 
bone type-^and  various  improved  structures  and  related  equipment  for  handling 
hogs,  beef  cattle,  and  poultry. 

Some  of  these  new  developments  make  the  old  structures  and  equipment 
obsolete.    Yet  the  old  oftentimes  continues  in  use.    Many  farmers  find  it 
necessary  to  balance  the  costs  of  the  new  facilities  against  the  returns  that 
would  result  from  remodeling  old  stmctures. 

Certain  farm-building  problems  also  arise  out  of  the  consolidation  of 
farms.  Since  1950,  the  number  of  farms  in  the  United  States  has  shrunk  from 
5.6  million  to  3.7  million,  due  in  large  part  to  consolidation  of  farms.  As 
a  result,  many  farm  operators  have  found  themselves  with  an  additional  set  of 
buildings  not  always  adapted  to  the  expanded  needs  of  the  new  farm  unit.  Real 
problems  arise  on  how  best  to  use  such  buildings,  and  whether  and  how  to  re- 
model and  maintain  them.     Structurally  sound  service  buildings  may  be  so  poorJy 
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adapted  to  present  needs  that  they  should  be  abandoned.    Others  may  be  used 
to  advantage,  perhaps  after  certain  modifications.    In  any  case,  the  de- 
cision of  what  to  do  with  them  should  be  based  on  a  balancing  of  estimated 
costs  and  returns  from  the  various  alternatives,  giving  careful  consider- 
ation to  labor  efficiency. 

Fertilizer 

Prices  paid  by  farmers  for  commercial  fertilizers  this  spring  are 
slightly  lower  than  in  the  fall  of  1961,  but  about  the  same  as  a  year  ago. 
The  index  of  prices  paid  in  April  1962         107,  with  19J47-I;9=100.  These 
index  numbers  reflect  clianges  in  prices  of  specific  kinds  of  fertilizers 
most  commonly  used.    However,  farmers  have  shifted  more  and  more  to  the  use 
of  higher  analysis  fertilizers,  which  cost  more  per  ton,  but  less  per  unit 
of  plant  food.    Thus  the  actual  cost,  on  a  per-unit-of -nutrient  basis,  had 
risen  less  than  indicated  by  the  index  of  prices  paid. 

Supplies  of  fertilizers  in  1961-62  are  estimated  to  total  8.8 
million  tons  of  plant  nutrients  -  3.3  million  tons  of  nitrogen  (N),  2.9 
million  tons  of  phosphate  (P20^),  and  2.6  million  tons  of  potash  (K2O), 
This  8,8  million  tons  is  tmce  the  quantity  available  in  19U9-50,  and  12 
percent  above  1960-61,       Nitrogen  supplies  are  up  6  percent  over  I96O-6I, 
phosphate  8  percent,  and  potash  26  percent.    Part  of  the  increase  over  a 
year  ago  may  go  to  recover  the  normal  stock  position  in  trade  channels, 
particularly  of  potash.    Farm  use  of  nitrogen  was  up  11  percent  for  the 
year  ended  June  30,  I96I,  over  the  previous  year,  but  there  was  little 
change  in  phosphate  or  potash  use. 

Pesticides 

Manufacturers'  prices  of  most  pesticidal  chemicals  average  much 
the  same  as  in  1963,  although  prices  of  a  few  items  changed  sharply.  The 
published  quotation  for  cube  (rotenone)  powder  was  reduced  from  21  cents 
a  pound  to  18  cents,  and  that  for  lead  arsentate  from  30-5  to  26  cents. 
The  price  of  DDT,  lovrered  to  1? cents  only  3  months  previously,  was  raised 
again  to  21  cents  a  pound.    Methyl  parathion  quotations  rose  from  8U  to 
88  cents  a  pound. 

In  1961,  total  sales  of  pesticidal  chemicals  by  the  manufacturer 
reached  the  all-time  high  of  $300  million.    This  is  nearly  double  the 
sales  in  1953.    Insecticidal  sales  were  up  about  7  percent,  the  first 
major  increase  in  this  category  of  pesticides  in  two  years,  owing  to 
heavier -than-usual  insect  infestations  in  some  farm  areas.  Herbicides 
continued  their  upward  consumption  trend  in  I96I.    About  60  percent  of 
pesticides  output  goes  into  domestic  agriculture;  the  remainder  is  about 
equally  divided  between  nonagricultural  uses  and  exports, 

Basic  manufacturers'  inventories  of  some  materials,  such  as 
benzene  hexachloride  and  arsenicals,  were  about  the  same  at  the  end  of  the 
1961  season  as  a  year  previously.    Those  of  others  were  up  somewhat  — 
DDT  about  hO  percent,  methyl  parathion  90  percent,  copper  sulfate  67  per- 
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cent,  organic  weed  killers  as  a  group  20-30  percent.    Stocks  of  some  others, 
such  as  ground  sulfur  and  nonphosphorus  niticides,  were  down  slightly. 

FARI4-PR0DUGED  MPUTS 
Feed 

Feed  grain  prices  have  been  comparatively  stable  during  the  November 
1961-I^arch  I962  period,  rising  only  3  percent.    During  these  months,  prices 
averaged  6  percent  higher  than  during  the  same  period  a  year  earlier.  Prices 
received  by  farmers  for  corn  on  April  15,  1962  at  $0,988  per  bushel,  were  5 
cents  higher  than  last  November  and  about  2  cents  higher  than  April  l5,  1961 
(table  6).    Sales  of  corn  under  the  domestic  payment-in-kind  program,  and  late 
harvesting  of  tlie  I96I  crop  have  contributed  to  the  flattening  of  corn-prices 
this  winter.    This  spring  and  summer,  corn  prices  vrill  cont,.  ae  to  be  influ- 
enced by  the  rate  of  disposition  of  corn  remaining  to  be  sold  against  CCG 
certificates,  as  x>rell  as  by  prospects  for  the  I962  crop. 

The  April  1$  price  received  by  farmers  for  sorghum  grain  averaged  $1.68 
per  cwt.,  20  cents  higher  than  a  year  ago,  but  2$  cents  below  the  I96I  sup- 
port level.    Oat  prices  April  15,  at  ipO.66  per  bushel,  were  ih  percent  higher 
than  a  year  ago.    Barley  prices,  at  $1.01  per  bushel,  vrere  19  percent  higher 
than  a  year  ago.    In  mid -April,  oat  prices  averaged  about  18  percent  above 
corn,  and  barley  prices  about  33  percent  above  corn,  after  adjustments  for 
their  different  feeding  values. 

The  feed  grain  acreage  of  last  year,  and  that  indicated  for  this 
year,  reflect  the  influence  of  the  Feed  Grain  Program.    Farmers  have  signed 
up  to  divert  a  total  of  32,7  million  acres  of  cropland  to  soil-conserving 
uses  in  1962.    The  sign -up  includes  22.9  million  acres  of  corn,  compared  with 
19.9  million  acres  in  196lj  6.7  million  acres  of  sorghum  grains,  compared 
witl:^/6.6  million  acres  last  year;  and  3.1  million  acres  of  barley.  The 
provisions  of  the  iDrograiii  are  similar  to  these  of  I96I,  except  for  the  in- 
clusion of  barley,  this  year, 

VJith  another  favorable  growing  season,  1962  feed  grain  production  itBy 
be  around  the  I96I  output  of  ll;l  million  tons.    V/ith  the  smaller  carryover 
of  feed  grains  into  the  1962-63  feeding  season,  the  total  supply  of  feed 
grains,  high-protein  feeds,  and  all  other  concentrates  would  oe  a  little  be- 
lou  the  23'6  million  tons  for  I96I-62.    Grain-consuming  animal  units  are 
expected  to  increase  to  aboiit  172  million.    '.Tith  the  smaller  feed  supply,  the 
concentrate  supply  per  animal  u:iit  available  for  1962-63  TJould  be  around  5 
percent  less  than  in  I96I-62, 

Pomestic  disappearance  of  the  5  major  oilseed  meals  totaled  5.8 
million  tons  during  October-February,  h  percent  above  the  same  period  a  year 
earlier.    Production  of  6.3  m.illion  tons  was  up  2  percent.    Most  of  the  in- 
creased production  was  so^'bean  meal.    Prices  of  high  protein  feeds  have  been 
comparatively  stable  during  the  fii^st  half  of  the  feeding  year,  rising  only 
3  percent  from  November  to  I'arch.    While  prices  of  these  feeds  last  fall  were 
about  15  percent  higher  tlian  a  year  earlier,  by  April  cottonseed  meal  vas 
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7  percent  higher  and  soj'bean  meal  $  percent  lower  than  a  year  before.  Pros- 
pects are  for  a  continued  generally  good  demand  for  these  high  protein  feeds 
during  the  next  several  months,  xri.th  prices  probably  averaging  a  little 
lovjer  than  in  19  61, 

Bran  and  middlings  were  about  2  percent  higher  than  a  year  earlier. 
Mixed  dajji'y  feed,  laying  mash,  and  broiler  mash  were  about  the  same  as  a 
year  earlier. 

EstDJiiated  gross  returns  per  dollar  of  feed  cost,  with  comparisons,  are 
given  in  table  7.    Uith  the  exception  of  broilers  and  sheep  raising,  gross 
return  per  dollar  of  feed  cost  has  declined  from  1  percent  for  tiu-keys  to 
13  percent  for  butterfat,  compared  with  a  year  ago.    Broilers  show  a  2-per- 
cent increase.    Gross  returns  from  sheep  raising  are  the  same  as  a  year  ago. 


Seed 

Retail  prices  of  field  seeds  in  mid-April  averaged  3  percent  higher 
than  a  year  earlier.    This  price  increase  was  associated  with  a  6  percent 
decrease  in  initial  supplies  (l96l  production  plus  July  1,  1961  carryover)  of 
26  kinds  of  seeds.    Prices  paid  for  sweetclover,  certified  and  common  alfalfa, 
red  clover,  and  Kobe  striate  lespedeza  were  substantially  higher,  while  prices 
of  10  other  important  kinds  of  seed  were  slightly  higher  than  a  year  earlier. 
Prices  of  certified  seed  potatoes  dropped  about  20  percent  from  last  spring. 
Moderate  decreases  (7-1^  percent)  were  recorded  for  soybeans,  tall  fescue, 
Sericea  and  Korean  lespedeza,  and  white  clover,  while  prices  of  9  other  seed 
items  were  down  only  slightly. 

The  1961  production  plus  July  1  carryover  of  alfalfa  and  red  clover 
seeds  was  dom  from  a  year  earlier  by  about  13  and  I6  percent,  respectively, 
Mid-April  retail  prices  of  these  two  kinds  of  seed  increased  from  a  year 
earlier  by  about  27  and  25  percent,  respectively.    Higher  prices  were  also 
reported  for  other  hay  and  pasture  seeds,  including  timothy,  orchardgrass ,  and 
crested  wheatgrass.    However,  an  adequate  supply  is  available  for  spring  seed- 
ing, 

Sweetclover  prices^  were  53  percent  higher  in  mid-April  than  a  year 
earlier,  rising  to  $22.60  from  $14-. 80  per  100  poimds  in  response  to  a  43  per- 
cent reduction  in  the  I96I  production  plus  carryover.    The  short  domestic 
supply  has  been  bolstered  by  imports  from  Canada,  which  have  totaled  about 
14,5  million  pounds  over  the  period  July  I96I  through  March  1962, 

Prices  paid  for  seed  potatoes  in  mid-April  averaged  $2,40  per  hundred- 
weight, or  20  percent  below  a  year  earlier.    The  estimated  I96I  production  of 
certified  seed  potatoes  was  18  percent  greater  than  I960  production.    An  11 
percent  decline  was  reported  in  prices  for  soybean  seed,  whereas  seed  wheat 
prices  were  12  percent  higher  than  mid-April  I96I,    Prices  paid  for  other 
grain  seeds  varied  10  percent  or  less  from  prices  paid  during  the  previous 
spring. 
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Table  7.  -  Gross  returns  from  livestock  enterprises  per  $1.00  of  feed  cost. 
United  States,  based  on  April  15  prices,  19^7-56  average  and  1960-62  l/ 


Livestock 
enterprise 
DT  'nrndiict 

Gross  retiarn 

per  $1 

.00  of  feed 

cost 

•  Percentage 

change 
;  1961  to  1962 

Average,  : 
19A7-56  : 

I960 

;    1961  ; 

•  • 

1962 

Dollars 

Dollars 

Dollars 

Dollars 

Percent 

Eggs  

:  1.4^ 

1.53 

1.^3 

1.32 

-  8 

Broilers  

:  1.57 

1.33 

1.23 

1.26 

2 

Turkeys  

:  1.75 

1.70 

1.39 

1.37 

-  1 

Milk  

:  1.72 

1.83 

2.02 

1.87 

-  7 

Butterf at  

:  1.3o 

1.3< 

1.  51 

1  .  tCO 

--L5 

Hogs  

:  1.59 

1.78 

2.06 

1.86 

-10 

:        1. 53 

1.36 

1.28 

1.28 

0 

Beef  raising  

:  1.81 

2,20 

2.30 

2.25 

-  2 

Index  n 

umbers    (19^7-56  = 

=100; 

Eggs  

;  100 

106 

99 

92 

— 

Broilers  

■  100 

85 

78 

80 

— 

Turkeys  

:  100 

97 

79 

78 

— 

Milk  

:  100 

106 

117 

109 

Butterf at  

100 

97 

111 

94 

— 

Hogs  

:  100 

112 

130 

117 

Sheep  raising  

:  100 

89 

84 

84 

Beef  raising  

:  100 

122 

127 

124 

1/  The  following  quantities  of  feed  were  used  to  calculate  the  cost  of  feed: 

Eggs  (per  dozen)  7  lbs.  poultry  ration 

Broilers  (per  lb.)  2.5  lbs.  broiler  mash 

Turkeys  (per  lb.)  4.5  lbs.  poultry  ration 

Milk  (per  cwt.)  31  lbs.  concentrates  and  110  lbs.  hay 

Butt  erf  at  (per  lb.)  7.75  lbs.  concentrates  and  27  lbs.  hay 

Hogs  (per  cwt.)  7.5  bu.  corn  and  20  lbs.  soybean  meal 

Sheep  and  lambs  (per  cwt.)-2  bu.  corn  and  1,500  lbs.  hay 

Beef  raising  (per  cwt.)  3  bu.  corn  and  600  lbs.  hay 

To  estimate  costs  of  all  harvested  forages  and  pasture  in  the  above  quantities 
of  feed,  feeds  from  these  sources  were  converted  into  hay  equivalent  and  the 
price  received  by  farmers  for  "all  hay"  was  applied.    Feed  nutrients  from 
pasture  were  assumed  to  cost  one-fourth  as  much  as  the  nutrients  in  hay. 
About  one-third  of  the  feed  consumed  by  sheep  is  used  in  the  production  of 
wool.    Dux'ing  the  period  1947-62,  quantities  of  broiler  mash  used  to  calculate 
broiler  feed  costs  were:  1947-49  ,  4  pounds;  1950-52,  3  l/2  pounds;  1953-^1; 
3  1/4  pounds;    1955-56,  3  pounds;  19S7-60,  2.8  pounds;  1961,  2.6  pounds;  1962, 
2.5  pounds.    During  the  period  19l|.7-62,  the  qus.ntities  of  poultry  ration  used 
to  calculate  turkey  feed  costs  were:    1937-ii9,  5.5  pounds;  1950-61,  ii.75 
pounds;  1962,  li.5  pounds.    Basic  data  on  amounts  of  feed  fed  are  from 
Consumption  of  Feed  by  Livestock,  1909-56,  U.  S,  Dept.  Agr.  Prod.  Res.  Rpt. 
21,  128  pp.,  illus.  1958,  vrith  later  unpublished  data. 
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Livestock 


Prices  of  stocker  and  feeder  cattle  rose  somewhat  less  rapidly  in  the 
last  half  of  1961  than  did  prices  of  slaughter  steers     (fig.  1  ) .  However, 
the  feeding  margin  has  narrowed  somewhat  in  the  early  months  of  1962,  and  in 
April, Choice  grade  slaughter  steers  at  Chicago  averaged  only  $2,34  higher  than 
stocker  and  feeder  cattle  at  Kansas  City.    While  prices  of  fed  cattle  appear 
likely  to  hold  up  better  in  the  first  half  of  this  year  than  they  did  in  1961, 
they  are  expected  to  fall  below  last  year*s  levels  after  mid-year.  This 
could  erase  the  price  differential  and  narrow  feeding  profits  on  cattle 
bought  this  spring. 

Prices  of  feeder  lambs  have  been  rising  seasonally  since  the  first  of 
the  year,  but  are  still  somewhat  below  the  levels  of  the  past  5  years.  They 
had  been  drifting  domward  since  1958  until  early  in  1961,  but  averaged  about 
the  same  on  April  15,  1962,  as  they  did  12  months  before  (table  8). 

Prices  of  feeder  pigs  have  fluctuated  within  the  $17  to  $19  range  for 
about  the  past  two  years,  but  on  April  15  of  this  year  were  about  8  percent 
below  the  same  date  last  year. 

Prices  of  turkey  poults  and  broiler  chicks  have  been  rising  seasonally 
in  recent  months,  but  both  are  below  their  levels  of  a  year  ago. 


MARKET  PRICES  AND  FEEDING  MARGIN  FOR  CATTLE 

$  PER  100  LB.   
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Stocker  and  Feeder  Steers  ** 

iiIiiIiiIiiLiIiiImIiiIiiIiiIi.IjJiiIjJjiIiiIiiIiiI.iIji  .jliili.l.,l,.li.li.liJ..I,.l,.|.,Ll,,L,l.il..l,il,.l., 


FEEDING  MARGIN  ^ 

..l.,l.,l,J.,l..i..l..l..l..l..l,,l..l,.l..l,J,.l..l,,l,, 

..i.,L.i,,l,,i,,l,,i„!.,i,,l.,i„l.,i,,l.,i.,l.i..l,.i..l..i..l  

1950 


1955 


1960 


#  Choice  Grade  at  Chicago.  O  Average  of  All  Grades  al  Kansas  Citv. 

A  Difference  Between  Prices  of  Slaughter  Steers  and  Prices  of  Slockers  and  Feeders  7  Months  Earlier.j 
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Table  8.  -  Prices  paid  by  farmers  for  replacement  livestock,  I96I  and  1962 


Class 


*  Apr.  1$,  ' 

Oct.  15,* 

Dec.  15, 

•  Apr.  1$, 

I  1961  ; 

1961  1 

• 

1961 

:  1962 

:  Dollars 

Dollars 

Dollars 

Dollars 

!  23.70 

23.i|0 

23.50 

2U.8O 

:  16.20 

lit.  80 

lii.90 

16.10 

18  ?0 

fin 

:  18.10 

11.30 

ll.iiO 

15.10 

:  .626 

.611 

<  109 

• 
• 

101 

101 

110 

Feeders  and  stockers: 

Cattle  and  calves  per  cwt«  — 
Lambs  per  cwt. — — — — — — — 

Hogs  per  cwt.  . 

Baby  chicks,  per  100—-— — — 
Turkey  poxilts,  each—  — — 


Index,  19l;7-U9»100  — 


OVERHEAD  COSTS 


Interest 


Interest  rates  charged  on  farm  loans  have  changed  little  during  the 
last  year,  and  probably  will  continue  around  present  levels  through  the  re- 
mainder of  1962.    Rates  in  the  central  money  markets  have  been  generally 
stable  since  mid-1960,  except  for  some  increase  in  short-term  rates  in  I96I. 

Farmers  (and  landlords)  paid  an  estimated  $1,390  million  in  interest 
charges  on  their  farm  debts  during  calender  year  1^61:    $680  million  on  their 
loaafl  secirred  by  farm  mortgages  and  $710  million  on  their  other  loans.  Total 
interest  paynents  were  about  5  percent  of  all  farm  production  expenses. 
Interest  paynents  in  I96I  were  50  percent  higher  than  5  years  earlier,  and 
double  those  of  10  3nears  before,  reflecting  some  increase  in  interest  rates 
but  chiefly  the  expansion  in  farm  debt.    With  rates  changing  little,  but  with 
borrowings  continuing  to  increase,  interest  costs  may  be  about  6  percent 
higher  in  I962  than  in  I96I. 

During  the  fourth  quarter  of  I96I  interest  rates  on  farm-mortgage  loan 
commitments  of  the  life  insurance  companies  averaged  5 #81  percent  compared 
with  6,0$  percent  in  the  fourth  quarter  of  i960.    During  I96I,  10  of  the  12 
Federal  land  banks  rediiced  their  rates  to  51'  percent  from  6  percent,  and  one 
reduced  its  rate  to  $-3/h  percent  from  6  percent.    Rates  charged  by  the 
Farmers  Home  Administration  contin\ied  at  5  percent  for  farm  ownership  loans, 
and  k  percent  for  housing  loans. 

Total  interest  charges  on  farm-mortgage  indebtedness  will  total  about 
6  percent  more  than  the  amount  paid  in  I96I.    This  increase  reflects  an  esti- 
mated increase  of  $1  billion  in  the  amount  of  debt  outstanding,  and  a  slight 
increase  in  the  average  interest  rate  paid.    The  average  interest  rate  will 
undoubtedly  continue    to  increase  in  the  future,  because  the  new  loans  being 
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added  to  the  aggregate  mortgage  debt  carry  higher  interest  rates  than  the  old 
loans  being  paid  off  or  renewed. 

Interest  rates  charged  on  production  credit  association  loans  reached  a 
peak  about  April  of  I960,  declined  considerably  during  the  rest  of  the  year, 
and  have  since  declined  slightly  further.    On  April  1,  1961  ,  79  percent  of  the 
associations  were  charging  between  6,0  and  6.9  percent  and  1$  percent  were 
charging  7  percent  or  inore^  by  April  1,  1962,  Qh  percent  were  charging  6.0-6,9 
percent,  and  only  6  percent  were  charging  7  percent  or  more. 

The  available  information  on  rates  charged  by  conmiercial  banks  on  their 
farm  loans  indicates  little  change  since  early  I96I.  Farriers  Home  Administra- 
tion production  loans  continued  at  the  statutory  rate  of  5  percent. 

Taxes 

Taxes  levied  on  farm  real  estate  in  I96O  increased  6  percent  over  1959. 
Advance  reports  on  I96I  levies  (m.uch  of  which  is  payable  in  1962)  indicate  a- 
nother  increase  of  about  6  percent  to  r^l,36l  million.    This  would  bring  taxes 
per  acre  of  farmland  to  $1.27  compared  to  •?)1.20  in  I96O,  and  an  average  of 
$0.62  in  19)47-U9.    Taxes  on  farm  personal  proioerty  also  have  been  rising 
steadily.    In  I96I,  levies  on  personal  property  are  estimated  at  •■'277  million. 

Farm  real  estate  taxes  have  risen  faster  since  19hl-k9  than  almost 
any  other  com-ponent  of  the  parity  index  (fig.  2).  The  rise  in  farm  property 


PRICES  PAID  FOR  SELECTED  COMPONENTS 
OF  THE  PARITY  INDEX 


1945  1950  1955  1960 

ALASKA  AND  HAWAII  NOT  INCLUDED. 
*  TAX  INDEX  BASE  IS  1946  -  48,  COMP  ARABLE  TO  OTHER  COMPONENTS  BASED  ON  J947-<9. 
A  YEAR  OF  LEVy. 

U.S.  DEPARTMENT  OF  AGRICULTURE  NEC.   ERS   147  -  62  (  5  )    ECONOMIC  RESEARCH  SERVICE 
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taxes  is  directly  related  to  the  growing  demands  for  State  and  local  govern- 
mental services.    Projections  of  State  and  local  governmental  revenue  require* 

ments  in  the  cOTiing  decade  indicate  that  taxes  on  farm  property  probably  will 
continue  to  rise  in  the  future. 

FARM  REAL  ESTATE 

The  renewed  upward  trend  in  market  prices  of  farm  real  estate  that  was 
evident  last  fall  continued  at  a  somewhat  faster  rate  in  the  i;  months  ending 
March  1,  1962.    The  national  index  of  average  value  per  acre  advanced  to  183 
( 19li7-i;9=100) ,  2  percent  higher  than  last  November  and  5  percent  above  March 
1,  1962. 

CarryTover  effects  of  the  higher  level  of  1961  farm  incane  into  early 
1962  probably  provided  the  immediate  stimulus  to  the  renewed  rise  in  land 
values.    However,  longer-term  factors,  such  as  the  continuation  of  in- 
flationary pressures  and  the  upturn  in  the  general  economy  also  provided  un- 
derlying support  to  the  land  market.   Farmer  demand  for  land  for  farm  en- 
largement continues  unabated,  and  cmpetes  for  the  limited  supply  of  land 
on  the  market  (fig.  3).    Investor  interest  in  farmland  for  agricultural  pur- 
poses appears  to  have  slackened  as  rates  of  return  on  the  present  market 
values  of  farmland  becone  less  favorable  relative  to  alternative  investments. 
However,  there  is  considerable  speculative  interest  in  farmland  that  is  near 
expanding  metroplitan  areas,  and  thus  holds  promise  for  various  nonagricultur- 
al  uses. 


FARMLAND  PURCHASES  FOR  FARM  ENLARGEMENT 

%  OF  TRANSFERS 
FARMIIS^  AREA      Q  20         40         60         80  100 


Northeast  Dairy 
General  Farming' 
Lake  States  Dairy- 
Eastern  Cotton  

Western  Cotton  

Range  Livestock  

Corn  Belt  

Wheat  (spring  &  winter) 

U.  S.  DEPARTMENT  OF  AGRICULTURE 
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y 

1950    1955  1960 


54 


1950-54  Av. 
961 


I  7  J  W  -  J 


56 
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The  regional  pattern  in  the  upturn  in  farmland  values  in  the  past 
jrear  bears  little  relationship  to  changes  in  farm  income.    Values  in  the 
central  Corn  Belt  States  showed  only  nominal  increases  in  the  latest  It-months 
period,  and  had  the  smallest  gains  in  the  past  year  (fig.  k)  *    However,  these 
changes,  although  small,  have  about  offset  the  declines  that  occurred  in  most 
of  these  States  in  1959.    The  bulk  of  the  increase  shoxm  by  the  national  in- 
dex has  been  contributed  by  the  States  in  the  Southeast,  Southern  Plains,  and 
central  Mountain  Regions.    The  increases  in  many  of  these  States  have  been 
relatively  steady  since  1953-5^;.    Florida,  Georgia,  Mississippi  and  Louisiana 
have  led  the  nation  in  the  total  increase  since  19ij.7-U9j  values  have  more  than 
doubled  in  these  States. 

Cash  rents; 

Cash  rental  rates  for  the  I962  season  continued  to  keep  pace  with  the 
rise  in  market  values  of  farmlands.    Cash  rents  for  farms  in  the  Corn  Belt, 
Lake  States,  and  Northern  Plains  have  ranged  between  5.5  and  9,1  percent  of  the 
market  value  in  recent  years  (table  9).    Net  returns  to  land  oTjners,  after 
real  estate  taxes  and  farm  upkeep,  probably  averaged  U.O  to  6.0  percent  of 
current  market  values. 

Rental  rates  for  pasture  land  for  the  I962  season  are  slightly  higher 
than  last  year  in  most  States.    The  cash  rental  rate  for  pasture  land  is 
usually  about  half  that  prevailing  for  whole  farms,  and  a  slightly  smaller 
per centage  of  the  market  value  of  the  land  (table  10).    As  both  real  estate 


CHANGE  IN  DOLLAR  VALUE  OF  FARMLAND 

Percentages,  March  1961  to  March  1962 
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Table  9.  -  Farms  rented  -wholly  for  cash:  Gross  cash  rent  per  acre  and  ratio 
of  rent  to  value.  Corn  Belt,  Lake  States,  and  Northern  Plains, 
April  1,  1959-62  1/ 


State 


Cash  rent  per  acre 


Ratio  of  gross  rent  to  value 


• 

1959  .* 

• 

i960  . 

• 

1961  . 

• 

• 

1962  ] 

1959 

• 

;  i960 

• 

.  I96I 

• 

• 

'.  1962 
• 

i  C  l» . 

trCi) . 

i  Co. 

12.65 

12.55 

13.15 

13.20 

5.6 

5.5 

5.8 

5.8 

17.70 

18.10 

18.25 

19.05 

7.0 

6.7 

7.0 

7.U 

19J;5 

20.55 

20.75 

20.65 

7.3 

5.U 

5.7 

5.6 

16.80 

17.1iO 

17.10 

18.30 

6.2 

6.2 

6.5 

6.5 

10.00 

9.00 

9.95 

9.60 

7.8 

7.3 

7.5 

6.8 

11.80 

12.60 

12.  U5 

12.95 

6.0 

6.U 

6.0 

6.1 

12.65 

13.60 

12.90 

23.20 

8.6 

8.7 

8.1 

8.3 

13.35 

13.U5 

13.65 

13.95 

7.0 

7.1 

7.2 

7.U 

i;.55 

1;.75 

1;.55 

U.65 

9.1 

8.9 

8.U 

8.3 

5.15 

5.20 

5.70 

5.20 

6.8 

7.1 

7.3 

6.7 

7.90 

7.1+0 

8.05 

9.90 

7.0 

6.1 

6.5 

l.h 

6.90 

7.25 

7.10 

7.90 

6.7 

6.5 

6.0 

6.8 

Ohio  

Indiana—- — 

Illinois  

Iowa — —  

Missouri  

Michigan— — - 

Wisconsin  

Minnesota — — 
North  Dakota - 
South  Dakota- 
Nebraska—— 
Kansas  


1/  Estimates  based  on  data  siqjplied  by  Statistical  Reporting  Service,  USDA. 

Table  10.  -  Pastureland:    Gross  cash  rent  per  acre  and  ratio  to  value.  Corn 
Belt,  Lake  States,  and  Northern  Plains,  April  1,  1959-62  1/ 


State 


Cash  rent  per  acre 


1959  •  i960  *  1961  *  1962 


Ratio  of  gross  rent  to  value 


1959  *  i960  :  1961  •  1962 


Ohio  

Indiana  

Illinois— — — 

Missouri— — - 
Michigan—— 
Wisconsin- 
Minnesota — — 
North  Dakota- 
South  Dakota- 
Nebraska—— 
Kansas- 


Pol. 

Pol. 

Pol. 

Pol. 

Pet. 

Pet. 

Pet. 

Pet. 

6.80 

7.00 

7.00 

6.85 

5.0 

5.0 

1;.9 

ii.8 

8.U5 

8.75 

9.U0 

li3.05 

U.9 

li.7 

5.1 

5.8 

8.30 

8.80 

8.20 

8.U0 

3.7 

3.6 

3.7 

3.8 

9.35 

9.20 

9.10 

9.60 

5.2 

5.2 

5.U 

5.3 

5.70 

5.U0 

6.10 

6.15 

6.k 

5.9 

6.1 

6.0 

1;.65 

5.Q5 

ii.60 

5.15 

6.0 

6.3 

5.6 

5.9 

5.30 

6.05 

5.55 

5.80 

8.6 

9.1 

8.3 

8.6 

5.80 

6.30 

6.1;0 

6.35 

6.6 

7.0 

7.3 

7.5 

1.70 

1.75 

1.80 

1.90 

6.2 

5.9 

5.9 

5.5 

2.15 

2.30 

2.65 

2.50 

5.3 

5.5 

6.0 

5.U 

U.05 

ii.l5 

U.15 

5.05 

5.8 

5.8 

5.3 

7.1 

3.U5 

3.50 

3.25 

3.70 

5.1 

5.0 

h.9 

5.1 

1/  Estimates  based  on  data  supplied  by  Statistical  Reporting  Service,  USPA 
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taxes  per  acre  and  building  expenses  also  are  lower,  the  net  returns  to  owners 
of  pasture  land  have  been  close  to  those  realized  for  whole  farms. 


The  cost  of  obtaining  pasture  on  a  per-head  basis  also  inched  upward 
in  1962  (table  11).    Rates  vary  from  a  low  of  $1.30  per  head  per  month  in 
the  Delta  States  to  a  high  of  nearlj'-  $U.OO  in  the  Pacific  States.  The 
national  average  advanced  10  cents  per  head  to  $2.90. 

Table  11.  -  Average  rate  per  head  per  month  for  pasturing  cattle  on  privately- 
owned  land,  1961  and  1962  seasons,  by  farm  production  regions  1/ 


Region 

!Rate  per  head  April  1 

1  - 
Region  : 

Rate  per  head  April  1 

:    1961    :  1962 

• 

.   1961  :  1962 

• 

Northeast  2/~ 
Lake  States^ — : 

Com  Belt  : 

Northern  Plains-: 

Southeast—  ; 

!  Dollars  Dollars 

!  2.50  2.65 
1.80  1.80 
2.25  2.20 
3.00  3.10 

1      2.10  2.15 

1.75  1.85 

Delta  States-™ 
Southern  Plains-! 

Pacific  ! 

United  States  3/ J 

Dollars  Dollars 

:      1.10  1.30 
2.20  2.25 
3.05  3.15 
3.70  3.95 

!      2.80  2.90 

"5/  Incl\ides  only  New  York,  Pennsylvania,  New  Jersey,  Delaware  and  Maryland, 
"3/  Based  on  k2  States. 


COSTS  BY  TYPE  OF  FARM 


Farmers  have  available  a  wide  variety  of  production  resoiirces  and 
materials,  which  they  use  in  many  different  combinations.    Changes  in  prices 
of  production  items,  discussed  in  the  foregoing  sections,  do  not  affect  all 
farmers  alike.    Costs  vary  significantly  from  one  area  and  type  of  farm  to 
another.    The  series  on  farm  costs  and  returns,  representative  of  important 
segments  of  the  II.  S.  agricultural  industry,  provides  a  itseful  picture  of  some 
of  these  differences.    1/   The  types  of  farms  included  in  these  series,  and 
the  areas  in  which  they  are  commonly  found,  are  shown  in  figure  5.  The 
diversity  of  resource  combinations  and  size  of  operation  found  among  these 
farm  types  is  shown  in  table  12 • 

An  important  indication  of  the  diversity  of  U,  S.  agriculture,  as  repre- 
sented by  these  farm  series,  is  given  by  the  relative  importance  of  three 
groups  of  operating  inputs    2/ — hired  labor,  farm-produced  inputs  (feed,  seed 
and  livestock),  and  other  operating  inputs,  shown  in  table  13.    Although  the 
percentage  share  of  hired  labor  used  has  consistently  declined  on  these 
farms  since  the  late  19U0*s,  it  still  accounted  for  more  than  a  fourth  of  all 

1/  For  the  latest  annual  piiblication  of  the  data  for  these  farms,  see  Fanti 
Costs  and  Returns  -  Commercial  Farms  by  Type,  Size,  and  Location,  A.  I.  B.  230, 
revised  June  1961,  Economic  Research  Service,  USDA. 

2/  Operating  inputs  are  total  productive  inputs  exclusive  of  interest  on 
investment  and  operator  and  family  labor. 
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LOCATION  OF  TYPES  OF  FARMS  STUDIED 


^*«£*J  UNDER  STUDY.   BUT  REPORTS  NOT  COMPLETED. 


U.S.   DEPARTMENT  OF  AGRICULTURE 


NEG.   ERS   133-62  (2)       ECONOMIC   RESEARCH  SERVICE 


Figure  5 


operating  inputs  on  five  types  of  farms  in  on  several  others,  hired 

labor  accounted  for  less  than  $  percent.   With  such  wide  differences  in  the 
relative  importance  of  hired  labor,  the  imptact  of  changes  in  farm  wage  rates 
differs  greatly  from  one  type  of  farm  to  another.    In  addition,  changes  in 
wage  rates  differ  markedly  from  one  region  to  another. 

Not  only  are  seme  items  of  expenditure  more  important  on  some  types  of 
farms  than  on  others,  but  prices  paid  for  the  various  production  items  have 
not  changed  at  the  same  rate.    Among  the  38  types  of  farms  for  which  data  are 
available,  the  index  of  prices  paid  for  goods  and  services  used  in  production 
in  1961  varied  from  an  index  of  91  on  egg-producing  farms  in  New  Jersey  to 
113  on  large  tobacco-cotton  farms  in  the  Coastal  Plain  of  North  Carolina 
(table  I4). 

Significant  changes  in  the  cost  of  inputs  on  the  same  type  of  farm 
sometimes  result  from  shifts  in  the  combination  of  inputs  from  one  year  to 
the  next.    For  example,  on  western  livestock  ranches,  drought  conditions  may 
force  ranchers  to  buy  additional  quantities  of  hay  to  carry  their  stock. 
Since  hay  is  relatively  high  priced  at  such  times  in  these  areas,  a  noticeable 
rise  in  costs  on  these  ranches  often  resiilts. 

Prices  paid  in  I96I  on  nearly  all  of  these  38  types  of  farms  were 
somewhat  higher  than  in  the  late  19U0*s.    Prices  received  for  farm  products, 
however,  were  generally  lower,  except  on  the  tobacco  farms  and  western  cattle 
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Table  12.-  Resources,  costs  and  returns,  per  farm,  specified  types  of  commercial  farms,  1961  1/ 


Type  and  location  of  farm  2/ 

Size  o: 
Unit 

:  farm 

Number  : 
or 

acres 

Total 
labor 
used 

;   Total  ; 

]     farm  ] 
[January  1[ 

Gross  \ 
farm  \ 
income 

2/  ; 

Operating 
expenses 

;  Net 
[  farm 
income 

i  ^ 

H  urs 

UoXXar s 

UoJ-lars 

Dollars 

Dollars 

Dairy  farms: 

Central  Northeast  

Milk  cows 

23.9 

4,4^0 

LI  son 

13  "il  1 

8  Q91 

4)  97U 

Eastern  Wisconsin: 

do. 

30.2 

si  one 

0,930 

Grade  B  

do. 

20.  U 

3,670 

41,170 

863 

9,OD^ 

3  y  A7 

Western  Wisconsin,  Grade  B  

do. 

22.0 

4.,  190 

32,860 

'i    ?1 7 

y  3An 

4,  9DU 

Dairy— hog  fams,  Southeastern  Minnesota  

do. 

20.5 

4,060 

49,860 

11 , 010 

6  "ipn 

u,  9*cv 

/  /Qn 

4)  47U 

Corn  Belt  farms; 

Cropland 

105 

4,260 

56,720 

1  3  7Q6 

7  622 

A  I7y 
0,  i-  /  4 

do 

5-1- ,  5UU 

9 ,554 

5, 572 

3,982 

do. 

4.,  200 

86,770 

1 7  ';7Q 

8  1  9A 

0  ,  ±tCO 

do. 

ins  Q/n 

17  9/ 

8  3A7 
0  ,9D/ 

8  878 
0,0/0 

Egg— producing  farms.  New  Jersey  

Layers 

5,010 

5,250 

//  7/0 

28 , 511 

23  838 

/  A73 
4,  u  /9 

Cotton  farms: 

QR 
70 

i^. ,  ODU 

oA  9nn 

A  ill 

"5  77A 

Mississippi  Delta: 

Small 

do. 

39 

^  Z/0 

/  68^; 

?  6Q9 

1  QQ3 
-L,  779 

do. 

6^0 

01  /  //n 

71;  AqA 
f  9 , 070 

y  317 

49  ,.7X  / 

30  37Q 

T  exas : 

do. 

210 

3,060 

49 , 630 

8  38'; 

I  883 

3  so? 

do. 

368 

3,170 

60,750 

20 , 646 

7  318 

I  ,  _?XCJ 

1  3  328 
X9 ,  9*^0 

High  Plains  (irrigated)  

do. 

334. 

7,900 

117,310 

39  LIL 

16,967 

22  Z7,7 

Scin  Joaquin  Valley,  Calif,  (irrigated): 

do. 

322 

13 ,220 

278 

1  nn  71  n 

34  386 

1 A  39y 

XD,9^4 

Cotton— general  crop  (medium— sized )  

do. 

10 , 010 

<-i  7  > 

71  642 

/     81 A 

25,326 

Cotton— general  crop  (large)  

do. 

1,124. 

30,350 

9LL  860 

226  2AS 

IAS  3A1 

XH-9  ,  94-1- 

80  904 

Peanut— cotton  farms,  Southern  Coastal  Plains  

do. 

75 

3,910 

17 , 180 

7,793 

3,812 

3,981 

Tobacco  farms: 

North  Carolina  Coastal  Plain: 

Tobacco— cotton  (medium— sized )  

do. 

36 

5,790 

25,970 

9,002 

5,138 

3,364 

do. 

57 

8 ,800 

44,880 

14>955 

9,680 

27'> 
9,^/9 

do. 

18 

3,260 

12,940 

4,868 

3  23Z 
9  ,  <'94 

Kentucky  Bluegrass : 

do. 

60 

4,680 

inn  i7n 

-L9,7^9 

8  484 

7  /  "il 
/  ,  49X 

Tobacco— dairy ,  intermediate  area  

do. 

2L 

3  SIO 

22  1  30 

ZQ3 

2  "iSZ 

2  QOQ 

>  4-7,? 

^  i  9'-'4 

,  7^7 

do. 

4,690 

41,250 

10,753 

5,631 

5,122 

Spring  wheat  farms : 

Northern  Plains : 

do. 

2,000 

52,110 

5,800 

/'in 

9 , 49'-' 

3  "in 

9  9^ 

do. 

■  376 

3,880 

52,870 

10,481 

/.  728 

5,753 

Wheat— roughage— livestock  

do. 

525 

2,710 

49  J  070 

5,830 

1  A23 

Winter  wheat  farms : 

Southern  Plains: 

Uheat    --  -  - 

do. 

>'7-i- 

2,970 

96,310 

17 , 097 

6,478 

10 , 619 

do. 

\>  1  J 

8Q  /  /  n 

18,097 

9 ,7'-'^ 

1  2  IQ^i 
XjC  ,  X7  9 

Pacific  Northwest : 

do. 

17  5 , 280 

21  742 

10,308 

11  /3/ 
-Lx ,  494 

do. 

983 

3,670 

148 , 230 

21,928 

9,988 

11,940 

Cattle  ranches : 

Cows 

98.6 

3,650 

83,890 

12,405 

6,128 

6,277 

Intermountain  Region  

do. 

138.8 

5,020 

86,080 

16,841 

6,813 

10,028 

do. 

3,590 

160,700 

17,325 

9,158 

8,167 

Sheep  ranches: 

Northern  Plains  

Sheep 

1,362 

7,190 

96,740 

20,566 

13,735 

6,331 

do. 

1,496 

6,100 

205,200 

21,415 

12,763 

3,652 

1/  Preliminary. 

2/  All  except  cotton  farms  in  California,  and  large-scale  cotton  farms  in  the  Mississippi  Delta  are  family-operated. 
2/  Includes  Government  payments. 

Ji/  Includes  property  taxes,  but  no  rent  or  interest. 
^  Returns  to  capital  and  unpaid  labor. 
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Table  13.-  Percentage  distribution  of  operating  inputs,  specified  types  of  commercial 

farms,  19A^-U9  and  1961  1/ 


:              ^9^7 --49 

1961 

Type  and  location  of  farm 

Feed,  ' 

Other 

Feed, 

Other 

: 

^  nired 

seed  and' 

oper- 

nired 

seed  and 

oper- 

labor 

live—  * 

ating 

labor 

live— 

ating 

1        Tt"  c 

: Percent 

Percent 

Percent 

Percent 

Percent 

Percen 

Dairy  farms: 

uentrai  Wortneast  

:  11 

49 

40 

5 

49 

46 

Eastern  Wisconsin: 

Grade  A  

'  2/ 

o  / 

2/ 

2/ 

5 

17 

7o 

;  o 

23 

d9 

X 

2o 

(1 

'•  9 

d2 

4 

2o 

bo 

Dairy— hog  farms.  Southeastern  Minnesota  

24 

4 

oA 
2b 

fU 

Corn  Belt  f anns : 

l4 

2d 

An 
dU 

5 

34 

Ai 

bX 

Hog  f attening-beef  raising  

XX 

At 

4 

A/ 
b4 

6 

p8 

36 

3 

68 

29 

a 

o 

1  A 
XD 

/o 

4 

1  ( 

ly 

Egg-producing  farms.  New  Jersey  

7 

oO 

13 

3 

84 

13 

Cotton  f aims : 

Southern  Piedmont  

1  /oo 

-I  -I 
XX 

An 

T  /oA 
2/26 

o 
o 

AA 

bb 

Mississippi  Delta: 

lanaj-x—  

'3 '2 

33 

1  / 

14 

53 

1  Q 
Xo 

1  1 
XX 

^71 

/X 

Large— s  cale  

z> 

35 

2/34 

A 

b 

An 
bU 

Texas : 

15 

5 

On 

1  n 
XU 

c> 
o 

High  Plains  (nonirrigated)— — —  

38 

<> 

o 

54 

9 

/• 
D 

85 

High  Plains  (irrigated) — — — —  

Al 

5 

54 

oA 

26 

4 

70 

San  Joaquin  Valley,  Calif,  (irrigated): 

27 

1 A 
Xd 

57 

13 

1  A 

Id 

71 

Cotton-general  crop  (medium-sized)  

2 

52 

1  7 

3 

On 

Cotton— general  crop  (large)  

50 

2 

48 

21 

3 

'7A 

Jo 

Peanut— cotton  farms,  Southern  Coastal  Plains  

1  / 
14 

1  n 
X  / 

Aq 

d9 

lU 

1  Q 
X3 

1 1 

Tobacco  f anus : 

North  Carolina  Coastal  Plain: 

Tobacco— cotton  (medium— sized)  

. 

2/50 

1 

43 

3/42 

1 

51 

■3  /cl 

2/51 

1-7 
/ 

42 

-3  //  A 

2/4d 

1 

4' 

19 

19 

Ao 

62 

14 

20 

AA 

bb 

Kentucky  Bluegrass: 

Tobacco— livestock,  inner  area  

31 

13 

cA 

56 

20 

o  o 

23 

Tobacco— dairy ,  intermediate  area  

9 

14 

77 

/ 

D 

10 

84 

Tobacco— dairy ,  outer  area  

14 

19 

Ao 

67 

9 

23 

AO 

68 

Spring  wheat  f anns : 

Northern  Plains : 

Wheat-small  grain— livestock  

4 

'7A 

t5 

1  A 

Xb 

lO 

14 

13 

73 

4 

22 

74 

1  o 

X/i 

1  Q 

13 

/5 

4 

o  / 

24 

/2 

Winter  wheat  fanns: '  ; 

Southern  Plains :  : 

12 

20 

AO 

bo 

b 

OC 

25 

Ao 

69 

Wheat— grain  sorghum  ; 

13 

15 

72 

4 

27 

An 

69 

Pacific  Northwest:  : 

1  ( 

r-i 

1 

lb 

/ 

D 

o5 

\JV,drfi-     -Poll  /-\t  r  ■ 

23 

11 

AA 

bb 

11 

rt 

o 

Ol 

oX 

Cattle  ranches:  : 

9 

14 

77 

3 

18 

79 

Intermountain  Region  ; 

16 

12 

72 

15 

19 

66 

9 

51 

40 

8 

43 

49 

Sheep  ranches:  : 

Northern  Plains  : 

21 

36 

43 

18 

42 

40 

X4 

53 

33 

17 

43 

40 

1/  At  constant  prices.    2/  Not  available.    3/  Includes  payments  to  croppers. 


Table  lU.  -  Prices  paid,  prices  received  and  price  ratio,  specified  trpe^  of  co.T/r.ercial  farr.-.s,  l^^Y-li? 

and  l?6l 


(Index  numbers  1957-59=100) 


T;/pe  and  location  cf  farm 

Prices 

paid  ]_/ 

Ratio  prices 
received  to 
prices  paid 

.  lyol  d/ 

19li7-U9 

;  1961  2/ 

Dairy  farms: 

:  86 

lOli 

103 

97 

120 

93 

Eastern  './isconsin: 

■  -'/' 

106 

3/ 

105 

3/ 

99 

:  87 

ic5 

llo 

105 

133 

100 

Western  Wisconsin,  Grsd=;  B  

:  89 

106 

iiU 

105 

128 

99 

Dairy-hog  farms.  Southeastern  Minnesota  

:  G2 

105 

117 

106 

ll;3 

101 

Com  Belt  farms: 

:  83 

103 

121 

102 

1U6 

99 

81 

lOh 

122 

101 

151 

97 

81; 

100 

121 

95 

iliU 

95 

75 

103 

131 

102 

175 

9? 

111 

91 

151 

98 

136 

108 

Cotton  farms: 

86 

103 

102 

100 

119 

97 

Mississippi  Delta: 

90 

102 

lOl; 

103 

116 

101 

:  90 

103 

106 

loi. 

118 

101 

Texas: 

Black  Prairie  

87 

102 

113 

107 

130 

105 

81i 

108 

m 

106 

136 

98 

89 

loU 

108 

107 

121 

103 

San  Joaquin  Valley,  Calif,  (irrigated): 

85 

108 

112 

91 

132 

31i 

Cotton-general  crop  (medium-sized)  . 

76 

108 

lOl; 

105 

137 

97 

75 

106 

lOl; 

105 

139 

99 

Peanut-cotton  farms.  Southern  Coastal  Plains — : 

87 

99 

108 

101 

12U 

102 

Tobacco  farms: 

North  Carolina  Coastal  Plain: 

79 

112 

89 

113 

113 

101 

79 

113 

90 

113 

llU 

100 

83 

106 

87 

liii 

105 

108 

Kentucky  Blue grass:  : 

79 

103 

87 

101 

no 

98 

81 

lOl; 

86 

loh 

106 

100 

82 

101; 

88 

103 

107 

99 

Spring  wheat  f arras:  : 

Northern  Plains:  : 

83 

101 

123 

123 

1U8 

122 

85 

102 

123 

loU 

iU5 

102 

85 

98 

116 

no 

136 

112 

Winter  wheat  farms:  : 

Southern  Plains:  : 

^ifheat  : 

80 

105 

llU 

102 

lli2 

97 

VJheat-grain  sorghum  : 

80 

103 

119 

105 

lh9 

102 

Pacific  Northvrest:  : 

80 

101 

115 

105 

liiU 

lOli 

Wheat-fallow  : 

80 

loU 

108 

lok 

135 

100 

Cattle  ranches:  : 

79 

9h 

99 

9o 

125 

lOli 

73 

107 

97 

98 

133 

92 

86 

107 

91; 

97 

109 

91 

Sheep  ranches:  : 

Northern  Plains  : 

82 

98 

106 

81 

129 

83 

93 

105 

102 

86 

110 

82 

1/  Including  vrages  paid  to  liired  farm  labor.    2/  Prcliminsiry.    3/  Not  available. 
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ranches.    The  ratio  of  prices  received  to  prices  paid  was  lower  in  I96I  than 
in  the  IShl-hS  period  on  all  except  one  of  the  fana  types. 

The  increases  in  prices  paid  have  not  resulted  in  a  proportionate  rise 
in  operating  costs  per  unit  of  production,  however,  because  of  substantial 
improvements  in  productivity.    This  has  tended  to  retard  the  rise  in  operating 
cost  per  unit  of  output  (table  15). 

But  despite  these  gains  in  productivity,  operators  of  more  than  three- 
fourths  of  these  types  of  farms  netted  a  smaller  share  of  their  gross  income 
dollar  in  I96I  than  in  the  ISkl-h?  period.    Particularly  hard  hit  were  oper- 
ators of  wheat-small  grain-livestock  and  wheat-roughage-livestock  farms  in  the 
Northern  Plains,  because  of  severe  drought  conditions  that  occurred  in  these 
areas  in  I96I. 
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Table  15.-  Production,  prices,  costs,  and  income, specif led  types  of  commercial  farms,  1961  1/ 


Type  and  location  of  farm 

Index  1957-59=100 

Net  income  per 
dollar  of  gross 
income 

Index  1957-59=100 

Operating [Production 
expenses  [  per  unit 
per  unit  of  of 
production]  inputs 

Gross    :  Total 
farm    : operating 
income  :  expenses 

Net 
farm 
income 

19^7-^9 

1961 

Dollars  Dollars 


Dairy  farms:  : 

Central  Northeast  :  103 

Eastern  Wisconsin:  : 

Grade  A  :  101 

Grade  B  :  97 

Western  Wisconsin,  Grade  B  :  98 

Dairy-hog  farms.  Southeastern  Minnesota  :  110 

Corn  Belt  farms:  : 

Hog-dairy  :  108 

Hog  f attening-beef  raising  :  113 

Hog-beef  fattening  :  106 

Cash  grain  :  111 

Egg-producing  farms.  New  Jersey  :  88 

Cotton  farms:  : 

Southern  Piedmont  :  97 

Mississippi  Delta:  : 

anall  :  101 

Large-scale  :  89 

Texas:  : 

Black  Prairie  :  104 

High  Plains  (nonirrigated)  :  85 

High  Plains  (irrigated)  :  92 

San  Joaquin  Valley,  Calif,  (irrigated):  : 

Cotton-specialty  crop  :  111 

Cotton-general  crop  (medium-sized)  :  112 

Cotton-general  crop  (large)  :  113 

Peanut-cotton  farms,  Southern  Coastal  Plains — :  91 
Tobacco  farms:  : 
North  Carolina  Coastal  Plain:  : 

Tobacco-cotton  (medium-sized)  :  101 

Tobacco-cotton  (large)  :  100 

Tobacco  (small)  :  95 

Kentucky  Bluegrass:  : 

Tobacco-livestock,  inner  area  :  105 

Tobacco-dairy,  intermediate  area  :  101 

Tobacco-dairy,  outer  area  :  108 

Spring  wheat  farms:  : 
Northern  Plains:  : 

Wheat-small  grain-livestock  :  203 

Uheat-corn-livestock  :  95 

Wheat-roughage-livestock  :  139 

Winter  wheat  farms:  : 
Southern  Plains:  : 

Wheat  :  95 

Wheat-grain  sorghum  :  83 

Pacific  Northwest:  : 

Wheat-pea  :  113 

Wheat-fallow  :  123 

Cattle  ranches:  : 

Northern  Plains  :  87 

Intermountain  Region  :  115 

Southwest  :  98 

Sheep  ranches:  : 

Northern  Plains  :  108 

Southwest  :  96 


104 

0.43 

0.34 

117 

122 

107 

109 

2/ 

.44 

123 

118 

130 

109 

.40 

.37 

119 

110 

137 

108 

.46 

.46 

119 

112 

129 

100 

•  -34 

•  4-1- 

1 1  Q 
±±y 

101 

.54 

.45 

111 

114 

106 

98 

.56 

.42 

111 

120 

100 

100 

.54 

.32 

114 

122 

100 

109 

.64 

.51 

120 

109 

132 

103 

.24 

.16 

108 

96 

268 

109 

.44 

.41 

118 

115 

122 

HQ 

J.X7 

120 

lU 

.31 

.40 

122 

108 

150 

100 

.51 

.42 

117 

115 

120 

132 

.54 

.65 

152 

121 

178 

115 

.51 

.57 

138 

119 

158 

98 

.40 

.16 

98 

120 

50 

96 

.41 

.36 

105 

112 

94 

95 

.41 

.36 

106 

114 

95 

114 

.61 

.51 

134 

124 

147 

109 

.43 

124 

114 

139 

109 

.34 

.35 

124 

113 

149 

111 

.65 

.66 

127 

107 

140 

98 

.52 

.47 

111 

116 

105 

105 

.60 

.53 

112 

108 

116 

102 

.56 

.48 

116 

119 

113 

52 

.58 

.06 

57 

94 

8 

98 

.62 

.55 

107 

99 

113 

69 

.59 

.24 

68 

90 

38 

109 

.70 

.62 

118 

121 

116 

122 

.69 

.67 

131 

119 

138 

86 

.65 

.53 

92 

101 

85 

83 

.66 

.54 

86 

104 

76 

107 

.57 

.51 

105 

94 

120 

94 

.74 

.60 

96 

111 

88 

110 

.43 

.47 

110 

111 

109 

93 

.43 

.33 

87 

108 

63 

108 

.31 

.40 

99 

108 

89 

1/  Preliminary. 
2/  Not  available. 
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THE  EFFECTS  OF  LAND  RETIREMENT  PROGRAMS  ON  FARM  COSTS 


R.  0.  Aines  and  James  Vermeer 
Farm  Economics  Division 
Economic  Research  Service 

Land  retirement  programs  have  appeared  on  the  agricultural  scene  twice 
in  recent  history.     During  the  1930' s,  some  land  was  retired  frcm  production 
under  the  various  agricultural  adjustment  programs.    In  19$6  the  Soil  Bank 
Act  vras  passed,  and  many  contracts  entered  into  under  that  program  are  still 
in  effect.    In  1962,  several  bills  which  include  land  retirement  features  in 
varying  degrees  have  been  introduced  into  Congress. 

What  is  meant  by  land  retirement?    Land  retirement  means  changing  land 
use  from  crop  production  to  a  soil- conserving  use  with  no  crop  being  harvested 
or  pastiired.    This  definition  would  exclude  programs  that  reduce  acreage  of 
one  crop  but   allow  the  land  to  be  used  for  the  production  of  other  crops. 

Participation  in  a  land  retirement  program  causes  significant  changes 
in  costs  on  individual  farms.    Farm  costs  are  affected  differently  according 
to  the  portion  of  the  farm  included  in  the  program,  the  cost  structure  of  the 
farm  business,  and  the  time  span  and  other  provisions  of  the  program. 

A  farmer's  cost  and  income  structure  can  be  thought  of  in  three  compo- 
nents:    (l)  fixed  costs,  (2)  variable  cash  costs,  and  (3)  usual,  or  expected, 
net  income  to  operator  and  family  labor  and  management.    If  he  is  to  continue 
production  over  time  the  first  two  of  these  must  be  paid.    And  a  farmer  will 
tend  to  adjust  his  farm  organization  so  as  to  maximize  the  third. 

It  is  assumed  that,  under  a  land  retirement  program,  a  farmer  receives 
a  payment  for  retiring  land  equal  to  the  value  of  the  crops  normally  produced 
less  the  variable  cash  costs  of  production.    Or,  stating  it  another  way,  the 
payment  is  equal  to  the  fixed  costs  plus  usual  net  income.    A  payment  of  this 
magnitude  would  ordinarily  be  the  minimm  required  to  provide  an  economic 
incentive  teTl^tire  land,  unless  the  farmer  has  other  uses  for  the  idled 
resources. 

A  reduction  in  the  acreage  of  crops  produced  reduces  the  quantities 
needed  of  such  variable  resoiarces  as  seed,  fuel,  fertilizer,  and  pesticides. 
This  immediately  reduces  total  variable  expenses  of  crop  production  propor- 
tional to  the  reduction  in  acreage  planted,  unless  the  farmer  increases  his 
rates  of  application  of  the  variable  resources  on  the  remaining  acreage. 
Farmers  probably  do  increase  the  rate  of  application  of  variable  resources  and 
thus  increase  yields;  and  land  selection  also  is  an  important  factor  tending 

'y  A  farmer  may  have  other  profitable  alternatives  for  the  use  of  his  labor; 
also,  he  may  attach  some  economic  value  to  improving  the  fertility  of  the 
retired  land.    Therefore,,  the  payment  for  land  retirement  could  be  less  than 
the  proportionate  share  of  fixed  cost  plus  usual  net  income.     But  without  a 
basis  for  estimating  the  value  of  these  alternatives,  they  are  not  included  in 
this  discussion.    This  assumption  does  not  invalidate  the  analysis;  it  only 
affects  the  magnitude  of  the  changes  in  income  used  in  the  example. 
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to  push  up  average  yields  on  the  land  remaining  in  production.     A  study  of 
changes  in  yields  of  quota  and  nonquota  crops  revealed  that  yields  of  quota 
crops  (i.e.,  crops  of  which  the  acreage  grown  was  restricted)  and  yields  of 
nonquota  crops  have  both  increased  about  35  percent  from  1953  to  I960,  ij 
Apparently  the  application  of  technology  on  crops  grown  without  acreage 
restriction  has  changed  as  much  as  it  has  on  restricted  crops.    This  conclusion 
is  also  supported  by  data  on  amount  of  fertilizer  applied  to  quota  and  nonquota 
crops . 

The  foregoing  discussion  assumes  that  only  part  of  the  cropland  on  a 
farm  is  retired  from  use  (table  l6,  blocks  la  and  Ic) .     If  all  of  the  cropland 
on  a  farm  is  placed  in  a  cropland  retirement  program  (blocks  lb  and  Id,  table 
16),  variable  costs  of  crop  production  are  eliminated.    The  only  costs  of  this 
type  which  remain  are  those  for  establishing  an  adequate  cover  on  land  that 
does  not  already  have  one.    These  cash  costs  have  been  largely  covered  by 
practice  payments  under  recent  government  programs.    There  may  be  some  variable 
costs    for  clipping    and  pest  control,  but  under  previous  land  retirement 
programs  these  costs  have  been  small  in  most  cases. 

Table  l6.-  Changes  in  farm  costs  under  alternative  provisions  of 

land  retirement  programs 


Contract  for  1  year 


Cost  items 

Part  farm 

:     (a)  : 

Whole  farm 

:      (b)  ; 

Part  farm 

(c)  ; 

Whole  farm 
(d) 

Variable  cost  (l) 

;  decreased 

eliminat  ed 

'  decreased 

eliminat  ed 

Fixed  costs  (2) 

.  constant  ; 

:  constant  ; 

constant  or  . 
decreased 

•  decreased 
considerably 

Contract  for  several  years 


What  happens  to  fixed  costs?    Under  one-year  contracts,  fixed  costs  are 
not  likely  to  change  much  in  most  farm  situations,  even  if  the  whole  fam  were 
placed  under  contract  (table  l6,  bl.ocks  2a  and  2b).    The  disposal  for  one  year 
of  fixed  inputs  such  as  breeding  herds  or  machinery  would  not  usually  be 
expedient. 

Under  whole-farm  contracts  extending  for  several  years  (table  l6,  block 
2d)  famers  may  be  expected  to  decrease  their  fixed  costs  considerably  by 
disposing  of  some  of.  their  fixed  inputs,  such  as  machinery,  on  which  obsoles- 
cence would  continue  regardless  of  whether  or  not  it  was  used. 

Under  part-farm  contracts  extending  for  several  years  (table  l6,  block 
2c),  a  farmer  can  choose  from  among  alternatives  which  may  or  may  not  reduce 
fixed  costs.     If  he  signs  a  part-farm  contract,  chooses  to  retain  all  of  his 


LJ  Christensen,  R.  P.  and  Aines,  R.  0.,  "How  Have  Acreage-Control  Programs 
Affected  Crop  Yields."     Jour,  of  Farm  Econ. ,  Vol.  43,  No.  5,  pp.  1336-1337, 
Dec.  1961. 
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fixed  inputs,  and  farms  only  the  land  not  under  contract,  his  total  fixed  costs 
for  the  farm  will  remain  unchanged.    On  the  other  hand,  if  he  chooses  to  dis- 
pose of  sane  of  his  fixed  inputs,  his  fixed  costs  would  decrease.    Perhaps  the 
most  profitable  alternative  would  be  to  retain  all  of  his  fixed  inputs  and 
obtain  additional  land  to  replace  that  which  has  been  retired.    Let's  investi- 
gate this  alternative. 

As  assumed  previously  in  this  discussion,  in  order  for  a  fanner  to  be 
attracted,  on  economic  grounds,  to  participate  in  a  land  retirement  program, 
the  pajrment  he  receives  must  at  least  cover  his  fixed  costs  plus  usual,  or 
expected,  net  income  from  his  normal  method  of  operation.    Program  participa- 
tion leaves  some  of  his  fixed  inputs  unused,  but  their  costs  are  covered  by  the 
payments.    That  is,  he  has  a  bundle  of  "free"  productive  resources  available, 
which  we  shall  call  "free  fixed  inputs,"  consisting  of  all  the  fixed  costs 
(such  as  depreciation  on  machinery  and  buildings)  associated  with  the  land 
retired,  except  land  charges  of  rent,  or  interest  on  land  investment  and  taxes. 
The  land  charges  are  not  "free  fixed  inputs"  because  they  are  tied  to  the 
parcel  of  land  retired  and  cannot  be  transferred  to  other  land. 

With  this  bundle  of  free  fixed  inputs  available,  the  economically 
logical  response  for  a  profit-maximizing  farmer  would  be  to  rent  or  purchase  a 
unit  of  land  equal  to  the  acreage  he  has  retired,  on  which  to  apply  these 
inputs.    As  a  result  of  having  the  "free  fixed  inputs,"  a  farmer  can  afford  to 
pay  a  higher  annual  charge  for  the  additional  land  than  if  he  needed  additional 
machinery  and  other  fixed  cost  items  to  operate  the  additional  land. 

The  following  example  illustrates  the  changes  in  incomes  and  costs  on  a 
cash  crop  farm  under  a  land  retirement  program  according  to  whether  a  farmer 
chooses  to  farm  only  the  land  not  retired,  or  to  obtain  the  additional  land. 
Gross  value  of  production  is  assumed  to  be  $60  an  acre;  variable  cash  costs 
are  $20  per  acre;  and,  in  accordance  with  our  earlier  assumption,  payments  for 
land  retirement  are  equal  to  the  difference  between  these  two,  or  $40  an  acre. 

In  this  example,  net  income  is  raised  $1,200  as  a  result  of  obtaining 
additional  land.    This  provides  a  strong  incentive  to  find  additional  land  on 
which  to  use  the  "free  fixed  inputs,"  or  to  use  them  on  land  on  the  farm  that 
would  otherwise  be  idle.     In  the  example,  we  have  assumed  that  a  farmer  could 
obtain  additional  land  at  an  annual  cost  of  $20  an  acre  for  rent,  or  for 
interest  and  taxes  if  he  chose  to  buy  land.     Because  of  the  potentially  high 
rate  of  return  for  additional  land,  other  farmers  participating  in  a  land 
retirement  program  would  have  the  same  incentive.    With  limited  cropland 
available,  competition  among  farmers  would  bid  up  the  price  and  rental  rates 
of  available  land.     Changes  in  land  prices  would  depend  upon  (l)  the  expected 
duration  of  the  land  retirement  program,  (2)  how  much  of  the  additional  net 
income  farmers  were  willing  to  pay  for  additional  land  (or  stated  differently, 
how  little  they  would  be  willing  to  accept  for  their  labor  and  management), 
and  (3)  the  rate  of  capitalization  of  the  additional  return  attributable  to 
land. 
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Changes  in  income  and  costs  under  a  land  retir.ement  program 


Item 


No  program       Land  Retirement  Program 

Additional 

Usual  No  additional  land  rented 
operation  land  or  purchased 


Total  cropland  

Land  retired  

Land  in  production- 


Gross  income: 

From  production  

For  land  retirement- 
Total  


Fixed  costs: 

Land  charges  1/  

Other  

Variable  cash  costs  

Net  income  to  operator  and  family 
labor  and  management  


Acres 

180 
0 

180 

Dollars 

10,800 
0 

10,800 


3,600 
2,500 
3,600 

1,100 


Acres 

180 
60 
120 

Dollars 

7,200 
2,400 
9,600 


3,600 
2,500 
2,400 

1,100 


Acres 

240 
60 
180 

Dollars 

10,800 
2,400 
13,200 


4,800 
2,500 
3,600 

2,300 


1/  Annual  rent,  or  taxes  plus  interest  on  land  investment 


FARMERS  MD  THE  COST-PRICE  SQUEEZE 


Warren  R.  Bailey 
Farm  Economics  Division 
Economic  Research  Service 

The  cost-price  squeeze  in  farming  has  been  a  much  discussed  subject  in 
recent  years.    The  term  means  a  narrowing  of  the  profit  margin  that  occurs 
when  product  prices  fall  or  input  prices  rise,  or  when  both  happen,  as  in  the 
1950' s.    Effects  of  the  squeeze  have  been  lessened  because  with  new  technology 
farmers  increased  their  volume  of  output  through  higher  yields  and  larger 
farms.    There  was  little  opportunity  to  reduce  costs  per  unit  of  output.  In- 
creased yields  and  size  of  farms  occurred  because  they  were  profitable, 
whether  or  not  they  reduced  unit  costs. 

The  impact  of  the  cost-price  squeeze  on  the  grain  farmer  who  could  not 
or  did  not  increase  output  is  illustrated  by  Situation  A  in  table  17.  From 
1950  to  i960,  gross  income  fell  and  direct  expenses  of  production  rose  so  that 
net  farm  return  was  reduced  more  than  half,  unless  expenses  of  production  could 
be  reduced.    But  that  was  nearly  impossible  in  the  face  of  rising  input  prices 
which,  on  the  average,  rose  about  25  percent  from  1950  to  I960 — an  event  out- 
side farmers'  control.    No  further  savings  were  possible  through  mechanization, 
because  grain  farms  already  were  mechanized.    Had  the  example  farmer  by  some 
device  reduced  his  expenses  even  10  percent,  he  would  have  regained  only  a 
fraction  of  his  former  income.    The  net  income  shown  in  the  table  must  cover 
return  to  land  and  other  capital  as  well  as  operator  labor  and  management. 

The  chief  avenue  of  gain  for  most  grain  farmers  was  to  expand  their 
output,  so  they  could  sell  more  product.    If  they  could  also  reduce  unit  costs, 
that  would  be  advantageous.    But  expanded  output  was  to  be  desired  even  with 
no  reduction  or  a  moderate  increase  in  iinit  costs.    What  mattered  most  was 
increased  sales  volume  as  something  more  attainable. 

In  what  follows  we  discuss  the  impact  of  increasing  output  in  two  ways — 
increasing  yields  and  expanding  scale  of  operation. 

Increased  Crop  Yields 

Some  grain  farmers  have  fended  off  the  cost-price  squeeze  of  recent 
years  through  an  opportune  circumstance — the  new,  yield-increasing  technology 
that  was  becoming  available.    It  enabled  them  to  increase  their  total  output 
per  farm  and  in  the  process  add  more  to  their  income  than  to  their  expenses. 
Although  the  technology  did  slightly  reduce  costs  per  unit  of  output,  its 
chief  impact  was  on  volume  of  output,  and  hence  gross  income.    Let's  take  an 
example. 

The  example  farm  shown  as  Situation  B  (table  17)  increased  inputs  (such 
as  fertilizer)  by  $10  an  acre — from  a  total  of  $37.50  to  $4.7.50  an  acre.  This 
increased  the  output  by  20  units  an  acre,  thereby  adding  $22  an  acre  to  gross 
income,  above  what  it  would  have  been  without  the  new  inputs.    This  example 
illustrates  the  kind  of  adjustment  that  was  available  and  that  was  made  in 
those  areas  where  grain  (corn  or  wheat)  yields  have  responded  to  fertilizer  or 
other  yield-increasing  inputs.    Typically,  corn  yields  have  increased  a  third 
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Table  17. — Results  of  adjustments  on  grain  farms  from  1950  to  I960  1/ 


Item 


I960 


1950 

Situation 
A 

Situation 
B 

Situation 
0 

Situation 
D 

Same 
acreage, 
same 
yield 

Same 
acreage, 
increased 
yield 

:      Larger  : 
:     acreage,  : 
:  same 
:  yield 

Larger 
acreage, 
increased 
yield 

Acres 

Acres 

Acres 

Acres 

Acres 

100 

100 

100 

150 

150 

Bushels 

Bushel  s 

Bushel  s 

Ri]     p1  ^ 

L4. w  IJ.  ^  _1_  O 

Rii  ^}~\ p"! 

60 
6,000 

60 
6,000 

80 
8,000 

60 
9,000 

80 
12.000 

Dollars 

Dollars 

Dollars 

Dollars 

Dollars 

9,000 
3,000 

6,600 
3,750 

8,800 
4,750 

9,900 
5,625 

13,200 
7,125 

6,000 

2,850 

4,050 

4,275 

6,075 

90.00 
30.00 

66.00 
37.50 

88.00 
47.50 

66.00 
37.50 

88.00 
47.50 

60.00 

28.50 

40.50 

28.50 

40.50 

1.50 
.50 

1.10 
.625 

1.10 
.594 

1.10 
.625 

1.10 
.594 

1.00 

.475 

.506 

.475 

.506 

Per  fanii 
Acreage  

Yield  per  acre  

Total  production  

Sales  

Expenses  

Net  return  

Return  per  acre 

Gross  

Exp enses  

Net  return  

Per  unit  of  output 

Gross  

Expenses  

Net  return  


1/  Illustrations  based  on  unpublished  data  in  Farm  Economics  Division,  ERS. 
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in  the  central  Corn  Belt  during  the  last  10  years.    Wheat  yields  also  increased 
about  a  third  in  the  eastern  soft  red  winter  wheat  States  and  in  the  Pacific 
Northwest.    Increases  in  the  Plains  have  been  more  modest  and  have  been  due 
mainly  to  land  selection  under  reduced  acreage  allotments. 

In  the  example  Just  shown  (Situation  B) ,  the  net  gain  of  $12  an  acre 
from  the  increased  yield  meant  that  the  net  farm  retiirns  were  considerably 
higher  in  I960  than  they  otherwise  would  have  been,  but  not  as  high  as  they 
were  in  1950.    Improved  yields  alone  were  not  enough  to  maintain  the  earlier 
(1950)  level  of  income.    Note  also  in  this  instance  that  reduction  in  cost  per 
unit  of  output  (unit  cost)  was  moderate — from  62.5  cents  to  59.4  cents.  Yet 
it  accompanied  a  33-percent  increase  in  yield.    The  greater  contribution  to 
net  returns  was  from  the  increased  total  output  and  sales. 

Some  people  maintain  that  farmers  increased  their  yields  specifically 
to  offset  the  price-cost  squeeze.    A  more  likely  view  is  that  famers  would 
have  adopted  the  new  technology  anyway,  simply  because  it  was  profitable. 
True,  it  would  have  been  even  more  profitable  without  the  cost-price  squeeze. 

Increased  Size  of  Fann 

Now  suppose  a  grain  farmer  has  already  been  producing  at  his  optimum 
yield  per  acre.    Perhaps  he  could  have  applied  more  fertilizer  but  the  added 
cost  would  have  absorbed  the  added  value  of  output.    Or  perhaps  the  crop  would 
not  respond  to  fertilizer — as  in  same  dry  regions.    In  both  instances  the 
farmer  already  had  adopted  all  the  profitable  yield-increasing  technologies. 
Some  farmers  in  this  predicament  were  able  to  increase  their  output  and  net 
farm  returns  by  expanding  their  faming  operations,  as  in  the  following  example. 

The  example  farm  shown  as  Situation  C  (table  17),  has  increased  its 
scale  of  operation  by  50  percent — from  100  to  I50  acres.    Production,  sales, 
and  expenses  are  now  half  again  larger  than  before  the  expansion.    ¥e  will 
assume  the  expansion  did  not  change  income  or  expenses  per  acre,  or  per  unit 
of  output.    But  because  of  the  expansion,  total  net  farm  returns  are  a  half 
larger.    However,  returns  are  lower  than  they  were  in  1950  before  the  expansion, 
when  grain  prices  were  higher. 

An  expansion  in  size  of  operating  unit  may  be  profitable  aside  from  any 
reduction  in  unit  costs  (no  change  was  assumed  in  the  example) .  Expansion 
would  have  been  profitable  even  had  it  caused  unit  costs  to  rise,  say  10 
percent.    Economies  of  scale  are  desirable,  but  not  essential  to  profitable 
expansion.    In  fact,  some  wheat  farms  twice  the  average  size  and  larger  show 
slightly  higher  than  average  unit  costs.    The  increased  costs  per  unit  of  out- 
put occurred  in  machinery,  depreciation,  and  in  hired  services.  Larger 
operators  kept  newer  machines  and  chose  to  have  their  wheat  custom  harvested 
instead  of  owning  combine-harvesters  and  hiring  the  men  to  operate  them.  Thus, 
cost  of  harvesting  per  bushel  was  higher  than  for  a  neighbor  who  owned  a 
combine  and  harvested  all  his  wheat  with  it — but  not  enough  higher  to  cause 
the  larger  operator  to  own  the  equipment. 
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Increased  Yields  and  Increased  Size  of  Farm 


Some  farmers  have  been  able  both  to  increase  their  yields  and  expand 
their  size  of  operation.    These  changes  on  typical  grain  farms  in  selected 
areas  are  shoiAm  in  table  18. 

To  illustrate  the  combined  impact  of  increased  yields  and  expanded 
operations,  see  the  example  shown  as  Situation  D  in  table  17.    This  farmer  in- 
creased his  yield  by  adding  inputs  as  in  Situation  B  and  expanded  his  operation 
50  percent  as  in  Situation  C.    As  a  result,  total  farm  output  and  sales  were 
doubled.    Total  farm  expenses  also  increased,  both  by  the  addition  of  yield- 
increasing  inputs  and  by  the  expansion  in  acreage.    Total  net  farm  returns 
were  maintained  at  about  the  same  level  as  in  1950. 

In  this  example  also  we  have  assumed  no  change  in  cost  per  unit  of  out- 
put due  to  expanded  acreage.    The  adjustments  made  have  slightly  reduced  per 
unit  costs  and  have  slightly  increased  net  return  per  unit  of  product  due  to 
the  addition  of  yield-increasing  inputs  such  as  fertilizer.    Again,  the  main 
impact  on  net  farm  returns  was  from  volume  of  output  and  sales. 

There  is  a  limit  to  which  yield  increases  can  be  pushed.    Expanding  the 
size  of  unit  may  in  some  instances  be  more  profitable  than  adding  inputs  so  as 
to  increase  the  yield  per  acre.    Had  the  example  farmer  doubled  the  size  of 
his  operation  without  any  change  in  practices  and  yields,  he  would  have  nearly 
maintained  his  1950  level  of  income  ($5,700  versus  $6,000). 

Appraisal 

In  the  last  decade,  farmers  who  could  adopt  yield-increasing  technolo- 
gies or  could  expand  their  operations  have,  in  part,  offset  the  pressure  of 
the  cost-price  squeeze.    There  was  little  opportunity  to  reduce  cost  per  unit 
of  product  because  input  prices  were  rising.     Increased  voliame  of  output,  made 
possible  by  new  technology,  offered  a  significant  opportunity  for  gain.  In- 
creased volume  was  the  chief  incentive  to  an  increased  size  of  farm  in  recent 
years,  rather  than  reduced  costs  per  unit  of  product.    Farmers,  individually, 
expanded  their  output  because  it  was  profitable.    The  examples  shown  give 
dimension  to  the  effects  of  the  cost-price  squeeze  and  to  the  yield  and  farm 
size  question.    While  some  farmers'  adjustments  exceeded  the  examples,  many 
others  have  fallen  short.    Finally,  the  examples,  though  for  grain  farms,  apply 
in  essence  to  the  crop  activities  on  other  farms. 
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THE  CHANGING  CHARACTER  OF  FARM  PRDDUCTION  COSTS 


Ross  V.  Baumann 
Farm  Economics  Division 
Economic  Research  Service 


In  the  days  when  Horace  Greeley  urged  "Go  West  young  man 2"  most  of  the 
equipment  for  a  farm  could  be  carried  in  or  tied  onto  a  covered  wagon.  The 
famer  then  raised  his  own  power,  including  the  oats  and  hay  to  feed  it,  his 
own  seed,  soil  fertility,  fence  posts,  and  building  materials.     Besides,  his 
labor  and  that  of  his  family  made  a  much  greater  proportionate  contribution  to 
production  than  it  does  today.    The  family  wood  supply  for  heating  his  home  as 
well  as  garden  produce  and  meat  came  from  the  farm.    The  preserving  and  canning 
were  done  by  the  operator  and  his  wife.    Under  those  circumstances,  the  main 
means  of  feeding  the  expanding  population  was  to  bring  new  land  under  cultiva- 
tion— the  tilling  of  more  land  by  more  farmers. 

That  pattern  has  changed  radically.    ¥e  use  about  the  same  acreage  as 
in  1920,  but  half  as  many  man-hours  of  labor  in  farming.    ¥ith  fewer,  larger, 
and  more  specialized  farms,  production  per  acre  and  per  farm  has  increased 
steadily,  and  the  total  farm  output  has  almost  doubled  in  the  past  four 
decades.    Purchased  items  accounted  for  40  percent  of  the  total  production 
inputs  used  by  farmers  in  1910,  49  percent  in  194-0,  and  65  percent  in  I960. 


Production  Expenses  Increase 


As  a  result  of  the  trend  toward  commercialization  of  agriculture, 
production  expenses  of  farm  operators  are  many  times  greater  than  in  Horace 
Greeley's  day.    Production  expenses  reached  $26.4  billion  in  I960,  nearly  four 
times  as  much  as  in  1940  (table  19).    This  increase  resulted  from  higher  prices 
(the  index  of  prices  paid  rose  from  49  in  1940  to  120  in  I960,  with  1947-49= 
lOO)  and  from  greater  quantities  of  purchased  inputs  (45  percent  greater  in 
i960  than  20  years  before) . 

Table  19.-  Total  gross  fam  income  and  production  expenses.  United  States, 

1940-44  to  i960 


Period 


Total  gross 
farm  income 


Production  expenses 


Actual 


Percentage  of 
gross  income 


Million  dollars 


Million  dollars 


Percent 


1940-44- 
1945-49- 
1950-54- 
1955-59- 
1960  


18,549 
31,053 
35,746 
35,883 
38,327 


9,610 
16,268 
21,418 
23,877 
26,369 


52 
52 
60 
67 
69 


Source:     The  Farm  Income  Situation,  July  I96I,  Economic  Research  Service,  U.  S. 
Department  of  Agriculture. 
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Increases  in  production  expenses  have  outstripped  gross  farm  income  and 
the  share  of  gross  income  taken  by  production  expenses  has  risen.    The  percent- 
age of  gross  farm  income  claimed  by  production  expenses  stood  at  nearly  70 
percent  in  I960  (table  19).    This  percentage  was  approached  in  1921  and  again 
in  1932,  but  the  reasons  were  different.     In  those  years,  gross  income  had 
decreased  sharply  from  the  preceding  years.     But  in  I960,  gross  income  had 
been  holding  steady  at  a  fairly  high  level  while  production  expenses  continued 
to  increase.     During  the  1950' s,  both  gross  farm  income  and  production  expendi- 
tures increased,  but  the  latter  increased  at  a  more  rapid  rate. 


More  Capital  Used,  Less  Labor  Hired 


The  American  farmer  has  been  making  capital  investments  to  expand  out- 
put and  to  replace  hired  labor.    The  rate  at  which  U.  S.  agriculture  continues 
to  mechanize  is  apparent  from  the  changes  in  expenses  for  maintenance,  repair 
and  operation  of  capital  items  (buildings,  machinery  and  equipment)  relative 
to  total  outlays  for  hired  farm  labor  (table  20).     Costs  of  capital  maintenance, 
repair  and  operation  in  I960  were  4-. 5  times  the  194-0  figure,  but  hired  labor 
increased  only  2.8  times.    This  occurred  even  though  farm  wage  rates  rose  much 
more  sharply  in  that  period  than  prices  of  farm  machinery,  motor  fuel,  repair 
parts  and  building  materials.    In  1940,  U.  S.  farmers  spent  |1.75  for  mainten- 
ance and  operation  of  buildings  and  machinery  for  every  dollar  they  paid  for 
hired  help.     During  the  war,  the  ratio  was  even  lower  and  reached  $1.26  per 
dollar  spent  for  hired  labor.     By  I960,  it  had  risen  to  $2.77.  Accordingly, 
the  relative  importance  of  capital-item  expenses  rose  from  about  27  percent  of 
total  production  expenses  in  194-0  to  nearly  31  percent  in  I960;  in  the  same 
period,  hired  labor  dropped  from  15  to  11  percent  of  the  total. 

Table  20.-  Expenditures  for  maintenance  and  operation  of  capital  items  and 
wages  paid  to  hired  farm  labor.  United  States,  1940-1960 


Period 


Depreciation, 
repairs , 
and  operation  of 
capital  items 


Wages  paid  to 
hired  farm  labor 


Expenditures  for 
maintenance  and 
operation  of  capital 
items  per  dollar 
of  wages  paid 


Million  dollars 

Million  dollars 

Dollars 

1940-44  

:  2,438 

1,628 

1.50 

1945-49  

4,055 

2,710 

1.50 

1950-54  

:  6,565 

2,758 

2.38 

1955-59  

:  7,604 

2,822 

2.69 

I960  

:  8,130 

2,935 

2.77 
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Purchases  From  Other  Farmers  or  Ranchers 


In  the  days  when  young  men  were  heeding  Horace  Greeley* s  bidding, 
farmers  seldom  purchased  feed,  seed  or  livestock.    The  chief  occasion  for  the 
purchase  of  seed  and  livestock  probably  was  at  the  time  a  joung  man  started 
farming.    Feed  might  be  bought  in  a  bad  crop  year — if  anyone  within  hauling 
distance  had  any  to  sell.     But  now  these  purchases  occur  regularly.    They  are 
the  largest  items  of  production  expenditures,  and  account  for  18  percent  of  all 
production  costs.    Feed  purchases  rose  from  about  $1  billion  in  1940  to 
billion  in  I960;  this  represents  a  substantial  increase  in  quantities  bought, 
since  prices  did  not  quite  double  in  that  period. 

Livestock  purchases  in  I960  were  made  at  prices  about  2.5  times  their 
194-0  level,  but  expenditures  for  livestock  in  the  later  year  were  nearly  five 
times  those  of  the  earlier  one.    And  these  data  include  only  the  inshipments 
of  livestock  from  one  State  to  another. 

The  volume  of  farm-produced  inputs  used — such  as  feed,  livestock  pur- 
chased, and  seeds — indicates  the  extent  to  which  specialization  continues,  in 
spite  of  the  consolidation  of  fams.    The  actual  exchanges  are  considerably 
larger  than  these  figures  indicate  (table  21) .     Data  on  size  of  dairy  herds 
and  swine  droves  show  fewer  herds  and  droves  but  much  larger  size.    On  such 
farms,  many  economies  of  scale  can  be  obtained  by  purchasing  feed  mixtures  or 
handling  fewer  of  the  processes  involved  in  producing  and  finishing  livestock. 
For  example,  feeder  pigs  may  be  produced  and  sold  by  the  smaller  farm  opera- 
tors who  are  better  able  to  provide  the  labor  involved.    These  operators  have 
fewer  demands  on  their  time  than  larger  operators.    The  larger  operator 
handles  the  stage  of  production  that  requires  high  amounts  of  capital,  espe- 
cially for  feeds,  but  small  amounts  of  labor. 


Table  21.-  Expenditures  for  purchased  feed,  livestock,  and 
seed,  United  States,  19A1-60 


Period  : 

[       Feed  ] 
'  purchased  [ 

'  Livestock  ] 
'  purchased  ] 

'       Seed  ; 
[  purchased  ] 

'  Feed,  livestock,  and  seed 

;   Total  ; 

[     expense  \ 

iPercent  of  total 
:  production 
expense 

19a-45  

1956-60  : 

Mil.  dol.      Mil.  dol.      Mil.  dol.      Mil.  dol.  Percent 
:      2,003               849             357             3,209  29.6 
;      4,4-78            2,306             527             7,311  29.5 

Increases  in  seed  bought  were  less  spectacular  in  these  two  decades, 
presumably  because,  at  the  beginning  of  World  War  II,  relatively  few  farmers 
were  still  growing  their  own  seed.    Expenses  for  seeds  in  I960  were  about  2.5 
times  the  194-0  figure;  prices  had  only  a  little  more  than  doubled.  These 
purchases  (feed,  seed,  and  livestock)  from  other  farmers  account  for  nearly 
30  percent  of  all  production  expenditures. 


More  Reliance  on  Commercial  Fertilizer 


Farmers  in  the  southeastern  States  have  been  heavy  users  of  commercial 
fertilizers  for  many  years.    More  recently,  farmers  in  the  Corn  Belt  States 
and  other  areas,  particularly  the  irrigated  areas,  have  substantially  expanded 
fertilizer  purchases.     Nationally,  expenditures  for  fertilizer  and  lime  have 
risen  to  about  ^.8  times  the  1940  outlay.    This  represents  a  very  sizable 
increase  in  quantity,  for  prices  are  only  about  50  percent  higher  than  they 
were  in  19-40. 

Another  item,  about  equal  in  importance  to  fertilizer  outlays,  is  the 
property  tax  bill.    Property  taxes  paid  in  I960  were  about  3.4  times  the  1940 
figijre.    Of  the  groups  of  expenditures  listed,  only  interest,  repairs  on 
service  buildings,  and  hired  labor  have  increased  at  a  slower  rate  for  this 
period.    One  would  expect  the  upward  trend  in  expenditures  on  property  taxes 
to  have  been  much  greater  relative  to  other  itons,  in  view  of  the  continually 
rising  donand  for  government  services.     But  very  few  expenditures  have  risen 
less.    However,  the  increase  has  been  quite  rapid  for  the  last  five  years. 
Property  taxes  rose  frcm  $1.1  million  in  1955  to  $1.5  million  in  I960,  or  35 
percent — about  7  percent  a  year. 
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Technological  developments  and  changes  in  price- 
cost  conditions  necessitate  many  adjustments  in  the 
combination  of  farm  production  inputs  used.     These  ad- 
justments bring  about  frequent  changes  in  the  form  and 
quantity  of  goods  and  services  the  farm  supply  indus- 
tries are  called  upon  to  furnish.     The  main  purpose  of 
The  Farm.  Cost  Situation  is  to  facilitate  these  changes 
by  providing  timely  information  on  relevant  technical 
and  economic  changes  in  agriculture. 
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